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ELMER B. STAATS 


COMPTROLLER GENERAL OF THE UNITED STATES 


Why A Higher Priority Is Needed For 
Improved Government Reporting 


Internal reporting in Government operations is costly 
and costs are increasing rapidly. Action is needed to improve 
existing reports that are needed and to eliminate those that 
are not needed. The following remarks were delivered by 
the Comptroller General at the National Archives and Records 
Service’s Symposium on Value-Centered Reporting in 
Washington, D.C., April 1, 1974. 


When it comes to the subject of 
Government reports, it is obvious that 
we are not so smart as we ought to be. 
We still have a lot to learn. Let us 
look, for example, at internal govern- 
ment reporting. This costs not just 
money but a lot of money. Here is the 
recent record. 


1955. The Hoover Commission put 
the cost of internal Government report- 
ing at 700 million dollars. 

1966. The Post Office and Civil Serv- 
ice Committee figured the cost of in- 
ternal Government reporting at a bil- 
lion dollars. 

1973. A study this year estimated 
the cost for internal reporting at about 
2 billion dollars. 


If these estimates are good, over a 
7-year period the cost of internal re- 
porting has doubled. No doubt this 
cost will increase even more—unless a 
reasonable effort is made to get smart 
in this area and begin to reverse the 
trend. 


Value-centered reporting means, to 
us at GAO, cost-effective reporting. A 
report should have a cost-benefit rela- 
tionship. What is the cost of a report 
in terms of what benefits it will pro- 
vide? If the benefits are minimal, the 
report should not be made. In the 
words of one expert, “there is nothing 
more wasteful than doing something 
efficiently which should not be done at 
all.” 

What does need to be done? 

Federal managers today need to be 
more deeply concerned than they have 
ever been as to basic questions that 
should be asked about reports. 

Are reports timely enough to be use- 
ful? 

Are reports providing information 
necessary to making decisions? 

Should certain reports be expanded? 
Cut back? Or discontinued? 

Of course we all recognize that re- 
ports are needed for job planning, per- 
formance, monitoring, procurement, 
finance, personnel, and resources. 
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But we do not always recognize that 
reports consume the time and effort of 
managers and those at other working 
levels, and time is almost as vital a 
factor as money. In fact, the time re- 
quired to read reports is money. 

Mention of money in connection 
with reports brings to mind at once 
the subject of computers. Let me be- 
gin my discussion today on the sub- 
ject of computers and reports. 


Computers and Reports 


I begin with a story. A certain re- 
search company acquired the biggest 
computer ever built. It was decided to 
ask the computer the most difficult 
question the researchers could think 
of. That question was: “Is there a 
God?” 

So the researchers searched all the 
literature of religion to put informa- 
tion on this subject into the computer, 
from the Bible, the Koran, encyclo- 
pedias, and so on. Then they asked the 
question to the great computer: “Is 
there a God?” Shortly the following 
answer was typed out: “There is now.” 

As you are well aware, computers 
have had a tremendous impact on 
American society. I know of no other 
device that has so affected a civiliza- 
tion in such a short span, for it has 
been just over a quarter of a century 
since the first electronic computer was 
constructed. 

The computer is undoubtedly the 
greatest producer of paperwork 
change. Computers can rapidly pro- 
duce massive amounts of information. 
In the time taken by a conventional 
typewriter to produce a stack of papers 
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20 feet high, a large computer will 
produce a stack 7,200 feet high. 

Because of this capability, we must 
ask ourselves, “Are the reports being 
generated by computers providing 
managers with information they can 
use?” 

Now, much has been done with com- 
puters to provide effective service to 
lower and middle management. Those 
charged with managing inventories, 
for example, have far more extensive 
and up-to-date information than they 
did before the advent of the computer. 
The data provided to top management, 
however, often is too detailed or not 
in a format to be usable by those at 
the top. 

The story is told by a GAO staff 
member of a visit to a government sup- 
ply activity. While talking with the of- 
ficial in charge of the activity, he 
noticed that the official had a huge 
computer run on his desk. When asked 
what it was, the official said it was an 
up-to-date listing of every item in 
stock, including the quantity of each 
on hand. Asked how often he used it, 
the official said “Never, but I’m sure 
ready if I ever have to tell someone 
what we have on hand.” 

Obviously someone at the activity 
had to have and use such information, 
but the official wasn’t at that level, so 
the detailed computer run was of little 
or no value to him. I fear that this may 
be all too typical of much of the data 
that is supplied to top managers. The 
data just isn’t responsive to their 
needs. 


Where does reporting by computers 
fail? In several areas. Here are some, 
according to some top managers. 





—Formats are difficult to follow. 

—Sheets are too big and there is 
too little information on a page. 

—Reports often come with long ad- 
dendums explaining dozens of 
abbreviations too complex to fol- 
low. 

—Data is too voluminous and 
doesn’t highlight pertinent infor- 
mation. 

—Changes in the formats take 6 
months to make. 


Top managers need summarized in- 
formation. Too often, I think, we have 
become mesmerized with quantity and 
the computer’s capacity to produce it. 
We have not worked hard enough to 
produce quality information that top- 
level managers can really use. 

Quality information means informa- 
tion summarized in ways that will 
point to the need for action. It also 
means information that is timely, easy 
to understand, and that bears directly 
on what the manager is trying to 
achieve. 

GAO examined in detail several dif- 
ferent types of computer-generated 
output at another government installa- 
tion. We found, for example, that: 

—Six copies of a 9,000-page report 

which gives the stock number, 
quantity on hand, and warehouse 
locations of about 900,000 stock 
items were prepared 6 times an- 
nually. There was no documenta- 
tion on why this report was de- 
veloped, what it was to be used 
for, or who authorized it. 

Our discussions with the six people 
who received the report showed that: 

—One stored it away for emergency 

use in the event of a disaster. 
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—Two used it as backup in the event 
their usual sources of data be- 
came unavailable. 

—Two used it occasionally to locate 
selected line items. 

—One had no use for it whatsoever. 


GAO felt that, instead of preparing 
this report, magnetic tape files could 
be stored away for disaster security 
and remote terminals could provide 
location information. 

The annual cost of this report— 
$10,000. 

Were the benefits worth the costs? 


Computer-Output-Microfilm 


A relatively new technology is com- 
puter-output-microfim or C-O-M. 
C-O-M enables the computer output to 
be recorded on microfilm rather than 
on paper. The process is much faster 
and, due to the compactness of film, it 
occupies much less storage space. 


Because the C-O-M process is fast, 
a single C-O-M unit often can service 
several computers. In the Norfolk, Vir- 
ginia, area, 35 Federal activities use 
164 computers. GAO made a review to 
determine whether Federal agencies 
were giving appropriate consideration 
to the benefits afforded by the C-O-M 
process and whether there was a po- 
tential for savings through the sharing 
of C-O-M facilities. 

GAO found that promoting greater 
C-O-M use would produce substantial 
savings. For instance, at 8 Federal ac- 
tivities, 1.2 million pages (out of 4.1 
million) of computer-generated reports 
being produced monthly on paper 
could be converted to microfilm at an- 
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nual savings estimated at nearly $1 
million. 

GAO also found that a number of 
Federal organizations were introduc- 
ing C-O-M on an individual basis. This 
was resulting in (1) incompatible sys- 
tems and (2) underuse of C-O-M 
equipment. 

GAO concluded that, to realize the 
full benefits offered by C-O-M and to 
avoid unnecessary 
with piecemeal introductions of widely 
diverse systems, the service center 
concept appeared to have merit for 
areas having large concentrations of 
Federal activities. 

GAO suggested in October 1972 that 
OMB, GSA, and other interested Fed- 
eral agencies join with GAO in a study 
to determine efficient and 
methods for using this new technology. 
OMB and GSA agreed and were instru- 
mental in establishing a steering com- 
mittee in March 1973. 

The Committee is sponsoring a pilot 
C-O-M service center at the Navy Pub- 
lications and Printing Service in Nor- 
folk and hopes to report on the results 
in January 1975. 

It may be somewhat early to deter- 
mine the extent to which reports on 
microfilm (C-O-M) will grow in the 
Federal Government. Most agencies 
will do well to explore its possibilities. 


costs associated 


effective 


Financial Reports 


Much financial 


information pre- 


sented for top managers’ use is ig- 
nored. They complain that the financial 
information they get: 


—TIs too voluminous. 


—Takes too much study to under- 
stand. 

—Does not relate specifically to the 
matters on which decisions are 
required of them. 

—Does not answer some of their 
main questions concerning finan- 
cial aspects of their operations. 

As you know, GAO is responsible 

for approving accounting systems in 
the executive agencies. As we review 
the systems, we are increasingly con- 
cerned not only that the systems pro- 
duce accurate data in accordance with 
prescribed principles and standards, 
but also that the information produced 
is accepted and used by operating 
managers. Ultimately actual use is the 
test. 


Usefulness of 
Reports To The Congress 


The Congress also is concerned 
about the usefulness of reports. In 
March 1972 the Chairman of the 
House Committee on Government Op- 
erations asked GAO to study and make 
recommendations for improving, or 
eliminating, recurring reports submit- 
ted to the Congress by executive de- 
partments and agencies. 

We discussed 747 reports with 36 
congressional committees and_ re- 
corded their suggestions for modifying 
or eliminating reports. The commit- 
tees identified 54 reports that could be 
eliminated. Thirty of these were re- 
quired by law, 24 were nonstatutory; 
the committees also suggested improve- 
ments for 25 reports. 

This was the third study of its kind 
in the last 15 years. The Senate and 





House Committees on Government Op- 
erations completed similar studies in 
1960 and 1965. These resulted in elim- 
inating 48 reports and modifying 11 
others. 

Legislation introduced in the House 
in 1973 would require GAO to monitor 
various reporting requirements of the 
Congress and committees. It would re- 
quire us to make recommendations for 
changes and improvements in these re- 
porting requirements to make the re- 
ports more helpful to congressional 
users and to eliminate duplicative or 
unneeded reporting. The budget con- 
trol legislation approved by the Senate 
on March 22, 1974, contains this same 
requirement. 


Providing Budgetary and Fiscal 
Information To The Congress 


Providing budgetary and fiscal in- 
formation needed by the Congress is a 
responsibility we all have in common. 

The Legislative Reorganization Act 
of 1970 requires that a standard budg- 
etary and fiscal data system be de- 
veloped for use by all Federal agencies. 
Responsibility for establishing and 
maintaining this system is given to the 
Secretary of the Treasury and the Di- 
rector of the Office of Management and 
Budget, in cooperation with the Comp- 
troller General. 

Section 202 of the act requires the 


same officials to develop standard clas- 
sifications for programs, activities, re- 
ceipts, and expenditures of Federal 
agencies. 

GAO is active in this project. Our 
main job is to act as the agent of the 
Congress to define congressional needs 
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for information and to insure that 
agencies consider those 
needs in developing, establishing, and 
maintaining the system. 

Our work to date has shown that the 
Congress wants information on budget 
requests, appropria- 
tions, obligations, and expenditures. It 
wants that information classified ac- 
cording to committee jurisdiction, re- 
sponsible Federal organizations, Fed- 


executive 


authorizations, 


eral programs or subject area, rural 
and urban areas, and target groups. 

The 
also on national estimates and socio- 
such as the 
gross national product, consumer in- 


Congress wants informatiori 


economic information, 
come, and cost of living indexes. Fur- 
ther, the Congress wants information 
on revenues and outlays by States and 
other political subdivisions. 

We are continuing to define in more 
specific terms the Congress’ require- 
ments for budgetary and fiscal infor- 
mation. We are working cooperatively 
with OMB and the Treasury in their 
efforts to develop systems that will pro- 
vide the information the Congress 
needs. 

But, providing a system to serve the 
needs of all Federal agencies and the 
Congress presents an unprecedented 
challenge. Greater uniformity will be 
necessary than has ever before been 
achieved in accounting systems and 
other sources of information. 

This is an ambitious project. It will 
require the cooperation of all of the 
agencies whose data will find its ways 
into the system. Moreover, the central 
financial agencies in the Joint Finan- 
cial Management Improvement Pro- 
gram must play key roles in develop- 
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ing this system. Participation of all 
other Federal agencies—all of whom 
are partners in the joint program—is 
essential. 


Congressional Efforts To 
Alleviate the Burden of Reports 
Required From The Public 


The Senate Small Business Commit- 
tee estimated in 1973 that private busi- 
nesses pay between $18 and $50 billion 
a year to provide information required 
by Federal agencies. The need for co- 
ordinating these reports from private 
business in order to eliminate duplica- 
tion and reduce paperwork costs led to 
the Federal Reports Act of 1942. The 
act gave OMB authority to review and 
approve agency requests for informa- 
tion from the public sector. 


Alaska Pipeline Act 


The Alaska Pipeline Act (Public 
Law 93-153) gave GAO responsibility 
independent Federal 
agencies’ plans and/or 
forms for collecting information. Prior 
to the new law, OMB had similar re- 
sponsibility under the Federal Reports 
Act of 1942. The legislative history of 
the law identified seven agencies as 
“independent Federal regulatory agen- 
cies” but left the option open to in- 
clude others. Since enactment four 
more agencies have been identified as 
being subject to the act. 


for reviewing 
regulatory 


GAO has responsibility for review- 
ing regulatory agencies’ collection of 
information to insure that (1) re- 
quired information is obtained with a 
minimum burden upon business enter- 
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prises, (2) unnecessary duplication in 
obtaining information already filed 
with other Federal agencies is elim- 
inated, and (3) information is tabu- 
lated so as to maximize its usefulness. 

However, unlike the authority previ- 
ously vested in OMB, regulatory 
agencies make the final determination 
as to the necessity for collecting such 
information. The statute allows GAO 
only 45 days for its review. After that 
the agency may immediately proceed 
to collect the information in the man- 
ner proposed. GAO’s responsibility 
covers new requests for information as 
well as identical or revised requests for 
information formerly approved by 
OMB. 

GAO developed regulations to im- 
plement its new responsibilities and 
published them in the Federal Register 
on February 11. Comments received 
are being evaluated and final regula- 
tions will be published in the near 
future. 

The statute also requires GAO to 
review all existing information-gather- 
ing practices of independent regula- 
tory agencies to insure that needed in- 
formation is obtained with a minimum 
burden on business enterprises and 
persons required to provide informa- 
tion. We are planning to have teams 
on site at the regulatory agencies by 
early spring to do this. 


Individual’s Right of Privacy 


I should also mention at this point 
the widespread concern in the Con- 
gress over the lack of established 
standards and procedures governing 
the collection, storage, and dissemina- 





tion of information on private citizens 
by various Federal departments and 
agencies. There is considerable legisla- 
tion pending that would affect current 
information-gathering practices by the 
Government. We should all recognize 
our responsibility for the protection of 
stored information and of the individ- 
ual’s right of privacy. 


Improving Reporting and 
Reducing Paperwork 


The executive branch is striving to 
improve reports management and re- 
duce costs. In August 1970 the Presi- 
dent launched a Government-wide 
project to analyze paperwork require- 
ments, discard reports failing rigorous 
standards of need, examine informa- 
tion control systems, and develop al- 
ternatives to traditional reporting 
methods. 

A report issued by OMB in June 
1972 showed that Federal departments 
and agencies reported savings which 
exceeded goals set. OMB’s report 
pointed out that efforts to improve 
Federal reporting should not be limited 
to periodic projects. A committee was 
appointed to explore what actions 
should be taken to achieve continuing 
improvement and control of Federal 
reporting. In May 1973 OMB issued 
Circular A-40, revised, which puts the 


committee’s recommendations into ef- 
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fect. The circular provides that the 
management of Federal reporting will 
be a continuous function performed at 
all levels within the executive branch 
and will include: 


—Coordination of public, inter- 
agency, and internal reporting. 
—Implementation of effective con- 
trols for all reporting, including 
objective cost effectiveness evalua- 
tion of reporting requirements. 
—Definition and assessment of re- 

porting needs in planning all new 
programs and major policy imple- 
mentations. 


Conclusions 


So we all see today how necessary it 
is that we in the Federal Government: 


—Analyze the adequacy of our man- 
agement information systems, re- 
porting pipelines, and individual 
reports. 

—lIdentify and compute reporting 
costs. 

—Inquire into the need for useful- 
ness, timeliness, and actual use of 
reports. 


Our principal objective must be to 
find ways to eliminate or integrate ex- 
isting reports and to simplify or other- 
wise improve formats. 

This can only be done with the ac- 
tive support of all Federal agencies. 
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Auditing the 
North Atlantic Treaty Organization 


How the audit function in NATO is carried out. The 
author of this analytical description has been a member of 
the NATO international Board of Auditors since 1970 and 
has served as Chairman of this Board for 2 years. 


How do you audit the North Atlan- 
tic Treaty Organization? The answer 
is not unlike the answer to the ques- 
tion: How do you audit the U.S. Gov- 
ernment? You don’t. You audit the 
parts. 

NATO came into being 25 years 
ago. It comprises 15 nations (count- 
ing France) and has many parts. The 
list on page 25 identifies the major 
ones. Most of these organizations in- 
clude all the NATO nations; others 
are made up of lesser numbers of 
NATO countries which contribute to 
all of an organization’s costs and 
which operate it according to broad 
policy guidelines and procedures pre- 
scribed by NATO, under whose aegis 
the organizations are chartered. 

An example of the latter is the Cen- 
tral Europe Pipeline System, which is 


directed and operated by the eight 
NATO countries which use the system 
or in which the system is located. 
These countries pay all the net costs 
of the system. Another is the HAWK 
Management Office comprising the 
seven NATO countries which are 
authorized by NATO to produce, im- 
prove, provide logistic support for, and 
use the HAWK missile system and 
which themselves pay all costs and ex- 
penses. An extreme example is 
NAMMA, the NATO Multi-role Com- 
bat Aircraft Development and Produc- 
tion Management Agency, comprising 
only three NATO countries whose ob- 
jectives are to develop and produce a 
newly conceived aircraft. 

The charters, financial regulations, 
etc., of these organizations are granted 


or approved by the NATO Council, 
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and in every instance it is provided 
that they be audited annually on be- 
half of the Council by the NATO In- 
ternational Board of Auditors, which 
is required to certify the financial 
statements and issue annual reports. 


The Board’s Organization 

The Board’s organization is unique 
among audit bodies. The charter pro- 
vides for a rotating board of five full- 
time members each representing a dif- 
ferent NATO country and each nor- 
mally serving a 3-year term. As open- 
ings occur, the country which has not 
had a member for the longest time has 
the first opportunity to take the vacant 
place. 

Members are appointed by the 
NATO Council, to which they are 
solely responsible, and are paid by 
their own countries. The charter pro- 
vides that members: 

* * * shall preferably be high ranking 
government officials or former high ranking 
government officials of the national audit 
bodies of member countries or in any case 
high ranking government officials or former 
high ranking government officials having a 
thorough knowledge of and experience in, 
auditing and the examination of government 
financial operations. They should have a 
good knowledge of one of the two official 
languages of NATO and an ability to work 
in the second. They shall have been security 
cleared by their own governments. 


The Chairman of the Board is ap- 
pointed by the NATO Council upon 
nomination by the Secretary General, 
who acts after having received the 
Board’s advice. His term runs for 1 
year and he may be reappointed. The 
way this works in practice is that the 
full Board meets at the call of its 
doyen (the senior member in point of 
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service) and by secret ballot selects its 
candidate from among its members. 
(All Board decisions are by a majority 
vote of the members present, with the 
Chairman having the deciding vote in 
the event of a tie.) Upon receiving the 
name of the Board’s nominee, the Sec- 
retary General, if he is in agreement, 
informs each of the 15 permanent 
representatives of his intention to 
recommend to the Council appoint- 
ment of the proposed Board member. 
If no objection is voiced by any of the 
delegations within a specified time 
(usually 15 days), the proposed ap- 
pointment is considered to have been 
approved by the Council. 


The Audit Staff 


The technical staff men (there has 
not yet been a woman staff auditor or 
a woman Board member) are now 
known simply as “auditors.” Until re- 
cently they were called “audit as- 
sistants,” a title to which there had 
been long-standing objection. There 
are 10 auditors, those at the present 
time coming from Belgium, Canada, 
the Federal Republic of Germany (2), 
Italy, the Netherlands, Turkey, the 
United Kingdom, and the United 
States (2). They are NATO em- 
ployees, with NATO contracts, and are 
paid by NATO. 

The status of the two U.S. members 
is different; they are at NATO for a 
limited time, are paid by the United 
States and continue as members of the 
GAO and the State Department. Under 
arrangements, NATO reim- 
burses the United States for a portion 
of their salaries. 

The contracts usually run for 3 


special 
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years and generally are renewed. For 
example, at the present time five of 
the auditors have served from 11 to 
13 years. 

An auditor’s starting base salary is 
659,520 Belgian francs a year, or $16,- 
488 (40 BF=$1). In addition, a mar- 
ried man receives an expatriation al- 
lowance (20 percent of the base sal- 
ary); a head of family allowance (6 
percent of base pay) ; an allowance for 
children (24,000 BF a child); and a 
contribution by NATO to the em- 
ployees’ fund, described below, of 14 
percent of the base salary (92,300 
BF). At the top of his grade the staff 
auditor is paid 875,928 BF ($21,898) 
plus the above emoluments. The sal- 
aries of most NATO employees are 
free of income taxes, both Belgian and 
home country. Again, the United 
States is an exception because U.S. 
employees pay Federal and State in- 
come taxes on their salaries. 

Instead of a pension plan, NATO 
has created an employees fund to 
which each employee contributes 7 
percent of his salary and NATO con- 
tributes 14 percent. This money is in- 
vested and when the employee leaves 
he receives, tax free, the 21 percent 
contributed plus any interest earned, 
plus or minus any capital gains or 
losses. 

The charter states that the auditors 
shall be qualified in auditing and pref- 
erably shall be government officials 
seconded by national audit bodies or 
former officials from such bodies. They 
are required to have proficiency in the 
two official NATO languages, English 
and French. Travel is an important 
factor in an auditor’s life and in his 
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family’s. Typically, during 10 months 
of the year he may spend about 40 
percent of his time away from Brus- 
sels. The infrastructure audits (see 
later description) which comprise the 
major portion of the audit workload 
usually last 2 weeks. The agency and 
budgetary audits may run from 2 to 
as many as 8 or 10 weeks. 


The Principal Auditor 


A key figure in the Board’s organi- 
zation and in its day-to-day operations 
is the Principal Auditor. According to 
the charter he “shall help the Chair- 
man in his task.” The incumbent of 
this post (which carries a grade level 
above that of the 10 staff auditors) 
has been with the Board for more than 
18 years and has been performing this 
seemingly simple duty since the posi- 
tion was established. However, this 
simple duty is, in fact, one of the most 
important for carrying out the Board’s 
responsibilities. 

The Principal Auditor plays a key 
role, working closely with the Chair- 
man in preparing the semiannual pro- 
grammes of the audits to be performed 
and in assigning staff auditors to each 
job. He has the major responsibility 
for compiling and analyzing the multi- 
tude of statistics which go into the 
Board’s annual reports to the Council. 
He acts as a buffer between the Chair- 
man and the administrative and tech- 
nical staffs. He is the liaison man be- 
tween the Board and the various 
NATO infrastructure, budget, and 
other committees, and with the delega- 
tions. Finally, he is a unique source 
of information about the Board’s back- 
ground: its past practices and proce- 





dures; its decisions and rulings; and 
often more important, the motives and 
reasons behind them. Partly because 
of his role in an organization whose 
Board members come and go every 3 
years, the Principal Auditor is a very 
important and influential member of 
the organization. 


The Administrative Staff 


The successful accomplishment of 


the Board’s mission would be impos- 
sible without the dedicated service of 
the administrative staff of 10. These 
secretaries, stenographers, typists, and 
other office people perform the duties 
usually associated with such positions 
and_ reflect NATO’s international 
flavour, with representatives at the 
present time from Belgium, France, 


England, Ireland, Scotland, and Wales. 


The main Council room at NATO headquarters in Brussels. 
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Their responsibilities are heavy not 
only because of the international make- 
up of the Board and the unbelievable 
mass of printed matter produced by 
NATO daily—all of which has to be 
scanned and relevant parts filed and 
collated for the use of present and 
future Boards—but also because they 
must display a high degree of initia- 
tive as Board members and staff audi- 
tors are away a good part of the time. 

As is frequently the case in an audit 
office, the administrative staff’s work 
is sometimes overlooked and under- 
rated (consider, for example, tran- 
scribing a report draft, handwritten 
in anything from old-German script to 
American scrawl, in either French or 
English) but its importance to the 
Board and to NATO should not be 


underestimated. 


NATO photo. 





AUDITING NATO 


Board Meetings 


Because the Board’s meetings are a 
key element in its work, some descrip- 
tion of what goes on in them is a good 
way to learn something about how the 
Board actually works and how NATO 
is audited. (What follows does not, of 
course, represent the happenings in a 
single, actual Board meeting but is 
rather a_ representative, selective 
sampling of meetings, issues, and dis- 
cussions of the past several years.) 

Board meetings are held, usually 
once a month, in a conference room 
with facilities for simultaneous trans- 
lation. The members speak in English 
or in French into microphones and the 
interpreters (seated behind a glass 
panel at one end of the room) provide 
simultaneous translations in French 
and English which the listener selects 
by means of a switch connected to his 
headset. 

In the past few years the Board 
membership has included (in alpha- 
betical order in the English language, 
since that is the designated official 
order at NATO) representatives of 
Belgium, the Federal Republic of Ger- 
many, Italy, the Netherlands, Norway, 
Portugal, Turkey, the United King- 
dom, and the United States. Recently, 
Board members have been about 
evenly divided in choosing between 
English or French as the language in 
which they prefer to speak and work. 

Board members are expected to read 
all reports prior to the Board meeting, 
and a Board member may request that 
any report be brought up for discus- 
sion. During a recent year the Board 
issued 124 reports. Of these, 94 were 
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infrastructure reports and 30 were re- 
ports on NATO organizations. As can 
be seen, a careful study of the Board’s 
reports can, and does, absorb a sub- 
stantial part of a member’s time. 

The normal Board meeting agenda 
breaks down into three parts: (1) re- 
view and acceptance of infrastructure 
reports, (2) review and acceptance of 
audit reports on NATO departments 
and agencies, and (3) discussions of 
matters of special interest or which 
require Board decisions, such as un- 
resolved controversies with member 
nations or with NATO committees; 
matters having to do with the technical 
and administrative staffs; and pro- 
posals concerning the practices, pro- 
cedures, and scope of the audits and 
reports. 

Because a large part of a Board 
meeting is devoted to discussion of 
infrastructure audit reports and re- 
lated infrastructure matters and be- 
cause infrastructure audits absorb 
most of the staff’s audit time, some 
explanation of the Board’s efforts in 
this area should be given. 


Infrastructure Audits 


Infrastructure projects are the con- 
struction of NATO’s fixed military in- 
stallations, such as airfields, depots, 
missile sites, communications systems, 
military headquarters, pipelines, etc. 
They are built with NATO funds, each 
member country bearing a preagreed 
share of the total cost of all projects 
during a particular year or group of 
years. 

The Board must, in reality, be in- 
vited by the host country to start the 





audit of a project. The Board must 
await word from the host country that 
the work is completed or substantially 
completed; all payments are made; the 
financial accounts kept by the member 
country are in order and ready for 
audit; and, ideally, the technical in- 
spection of the project has been made. 
Then, when the Board tentatively 
schedules the audit for a particular 
date in its next 6-month programme, 
the host country is informed and must 
accept that date before the audit may 
begin. 

All this takes time, frequently years 
from the date a project has been 
authorized or the work begun. Conse- 
quently, and for other reasons which 
add to the delay, infrastructure audits 
are still uncompleted for projects 
authorized in the mid-1950s. (Refer- 
ence is sometimes ruefully made to the 
audit team which on its arrival at the 
audit site learned that the financial 
records had been inadvertently de- 
stroyed; the people who were familiar 
with the financial or technical details 
of the project had retired or died; and 
the project no longer was part of the 
NATO _ infrastructure. ) 


there is no great financial incentive 


Normally, 


for a country to have its projects 
audited because, more often than not, 
NATO recoveries result. 

The initial audit (often there are 
several) is made by a staff auditor and 
a member of the Board who has been 
requested by the Chairman to be re- 
sponsible for it. The normal infrastruc- 
ture audit takes about 10 working days 
at the site plus a few days to write the 
report. 

The staff auditor is expected to, and 
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does, carry the load. The Board mem- 
ber, inasmuch as he is responsible to 
no one in the Board’s organization, in- 
cluding the Chairman, decides how 
much he will take part in planning the 


audit; whether or not he will visit the 
audit site, and for how long; whether 
he will perform any audit work during 
the audit; and to what extent he will 
review the audit report, which is al- 
most always drafted by the staff man. 

In any event, the audit report is 
presented to the full Board for its ap- 
proval as the responsible Board mem- 
ber’s report, and his colleagues rely 
on him for the adequacy of the work 
done and for the accuracy, complete- 
ness, and fairness of the report. In 
a Board member’s involve- 
ment in a particular audit may reflect 
his total workload, the kinds of audits 
he prefers, customs in his home coun- 
try which constrain a top official’s par- 


essence, 


ticipation in routine audit work, the 
location of the work and the season of 
the year, and his sense of responsibil- 
ity to NATO and to his colleagues. 
All reports must be approved by the 
Board. After approval, the infrastruc- 
ture reports are not distributed out- 
side the Board. That portion of the re- 
which 
(findings) requesting adjustments of 
the charges to NATO or which re- 


quests additional information is sent 


port contains observations 


to the host country. Unfortunately, 
further long delays had until recently 
ensued at this point. The record shows 
that many such requests remained un- 
answered for several years. The re- 
sponsibility for this must be borne 
partly by the Board. 

Apparently on the assumption that it 
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could not compel a sovereign nation 
to respond to its observations, the 
Board limited itself to periodically fol- 
lowing up an unanswered letter with 
another “invitation” to the delinquent 
country to reply. Frequently, three or 
four of these reminders would go out 
over several years and nothing more 
would be done. The effects, of course, 
were bad. The host countries, for sev- 
eral reasons, might not be in any spe- 
cial hurry to respond, and the Board’s 
relaxed approach did not spur them 
on. Also, host countries might reason- 
ably conclude that the Board itself did 
not attach much importance to its 
findings in view of its seeming indif- 
ference to resolving them. And the ef- 
fect on the Board’s staff, on the men 
who had dug out the findings and be- 
lieved in them, was bad when it ap- 
peared that the Board wasn’t much 
interested in pressing for their resolu- 
tion. 

While this situation is still far from 
perfect, it has improved. Not long ago 
a newly named Chairman simply sent 
each ambassador to NATO a list of 
the old, unanswered correspondence 
with his country and requested his 


help. The responses were fast, favour- 


able, and effective. Conditions im- 
proved almost immediately. But that 
experience has proved that the Board 
must show by its followup steps that 
it is at least as interested in getting 
prompt, positive action on its observa- 
tions as it is in writing them for the 


record. 

Each year the Board sends the Coun- 
cil a report on the results of its audits 
of all infrastructure projects during 
the preceding year and cumulatively to 
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date. In its latest report the Board ad- 
vised the Council that 94 reports had 
been issued and that during the year 
approximately $2,918,000 had been 
recovered by NATO and about $286,- 
000 in addition to that claimed had 
been found to be due to member coun- 
tries. 

The report contained a great deal of 
statistical information showing such 
things as number of audits; relation 
of projects and monies authorized to 
audits made; projects finally certified 
by the Board; and recoveries made. It 
also brought particular problems or 
difficulties to the Council’s attention. 
These usually concern long-outstand- 
ing controversies which have not been 
resolved or policy matters which the 
Council may have to decide. The Board 
has no authority to compel a member 
nation to accept its observations. If 
agreement cannot be reached, the con- 
troversy is referred first to the respon- 
sible NATO committee and ultimately, 
but rarely, to the Council. 

Finally, when (1) all observations 
have been cleared, (2) the project has 
been technically accepted by NATO, 
and (3) the total financial charge 
against NATO common funds has been 
agreed upon by the host nation and 
the Board, the latter issues a certifica- 
tion to the host country. It states that, 
as the result of the Board’s audit “* * * 
the final charge to common infrastruc- 
ture funds * * * amounting to * * * is 
correct, subject to the final decision to 
be taken in respect to the question of 
taxes.” (The qualification refers to a 
long-outstanding problem.) 

At every regular Board meeting a 
number of reports are presented on 
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U.S. Secretary of State, Dr. H. Kissinger; Secretary General of NATO, Mr. J. Luns; and 
SACEUR, General A. J. Goodpaster, at NATO ministerial meetings in Brussels, December 


1973. NATO photo. 
audits of infrastructure projects which 
the Chairman has decided should be 
approved en masse by the Board. 
These comprise most of the current in- 
frastructure audit reports. They are 
routine in the sense that they do not 
raise new questions of principle or 
(after all, infrastructure 
audits have been made for over 20 
years). Because they contain no ob- 
servations (findings), or only routine 
observations, they do not require in- 
dividual attention. Other reports may 
raise questions not previously raised 
or resolved, may bring interesting in- 
formation bearing on the project to 


controversy 


the Board’s attention, and may call for 
Board decisions on particular matters. 
The Board considers these individ- 
ually. In doing so during the past few 
years, it became obvious that there 
was a need to codify the Board’s past 
decisions on innumerable matters, in- 
cluding cost sharing of project costs; 
the acceptability of certain construc- 
tion costs as NATO costs; the appli- 
cation of overhead; and the handling 
of taxes and duties. This has now been 
done and it provides a ready refer- 
ence for new and old staff members 
and Board members and 
much individual research each time a 


eliminates 
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similar or comparable situation arises. 
It was recognized that both the mem- 
bers and staff needed a guide and ex- 
planation for auditing infrastructure 
project accounts and an outline of the 
expected audit coverage. After some 
discussion it was decided to go ahead 
with such a project, and the Board 
now has a booklet which states the 
broad objectives of the audit and the 
main points to be considered in plan- 
ning and making it. Also, it provides 
guides and explanation, particularly 
for the newer man, for the records, re- 
ports, and terms used in NATO with 
respect to infrastructure matters. 


Audits of NATO Departments 
and Agencies 


During Board meetings every audit 
report other than those on infrastruc- 
ture projects is brought up for indi- 
vidual discussion and for full Board 
approval. These reports cover the en- 
tities listed on page 25. 

Besides approving the audit reports, 
the Board issues a financial certificate 
for each entity audited. This is worded 
as follows and rubber-stamped on the 
financial statements and signed for the 
Board by its Chairman. 


Financial Certificate 


The International Board of Auditors 
for NATO certifies, subject to the ob- 
servations in its report, that: 

(a) the Financial Statements are correct 
and in accordance with the books and 
records; 

(b) the financial transactions reflected in 
the statements are in conformity with 
the rules and regulations, the budge- 
tary provisions and other applicable 
directives ; 


(c) the securities and monies on deposit 
and on hand have been verified by 
certificates received from the deposi- 
taries, or by actual count. 


The reports and the audits they 
cover are tailored to the organization 
under review by the responsible Board 
member and the assigned staff man. 
Apart from the minimum requirements 
of the financial certificate quoted 
above, the audit team receives no 
guidelines or instructions on scope, 
objectives, audit programmes, work- 
paper preparation and review, and 
overall supervision of the job. As 
might be expected, audits and reports 
vary tremendously as to objectives, 
scope, and content. They reflect not 
only the differences among the many 
NATO organizations but also the audit 
team’s concepts, and these vary widely. 

After approval by the Board, these 
reports are sent to the NATO Council, 
through its Chairman, the Secretary 
General; to the chairmen of responsi- 
ble committees and boards; and to 
the appropriate military commanders. 
The organization under audit makes 
comments to the Board and the com- 
mittees, and the report, the organiza- 
tion’s comments, and the Board’s re- 
sponse are usually discussed at a meet- 
ing of the responsible committee or 
board. The latter then informs the 
Council of its final position on the 
audit report’s observations. The Board 
may take any disagreement to the 
Council for resolution. 

The discussions of these reports at 
Board meetings have indicated rather 
wide differences of opinion concerning 
the proper objectives (other than the 
mandatory ones) of these reviews and 





of the scope of these audits. However, 
with the passage of time and with 
changes in the makeup of the Board 
and the audit staff, these differences 
are narrowing. Probably some of the 
reports issued in the past few years 
which have broken new ground have 
also had an effect on Board and staff 
thinking, especially as some manage- 
ments have welcomed their 
scope. 


wider 


Board meeting discussions of the 
Chairman’s programme of audits to 
be performed in the next 6-month 
period reveal the members’ thoughts 
and opinions on the relative impor- 
tance of audits of NATO departments 
and semi-independent agencies and or- 
ganizations on the one hand, and infra- 
structure audits on the other. 


This has been a matter for discus- 
sion and disagreement among Board 
members for some time, at least since 
separate NATO boards for infra- 
structure and agency audits were com- 
bined some years ago. It is important 
because, among other things, it bears 
on the apportionment of staff time be- 
tween the two major segments of the 
Board’s work; on the assignment of 
individual auditors and Board mem- 


bers to a particular audit, taking into 


consideration its relative importance; 
and on the capabilities to be looked for 
in future additions to the staff. (As 
concerns new Board members, no op- 
portunity has been offered to intro- 
duce such a refinement in capabilities 
into the present charter’s broad re- 
quirement of “a thorough knowledge of 
and experience in auditing and the 
examination of government financial 
operations.” ) And, of course, this mat- 
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ter is directly related to measuring the 
return to NATO on its investment in 
time and money in making an audit. 

Differences of opinion in this area 
are understandable when you consider 
the preferences of Board members for 
one type of audit or the other because 
of their backgrounds and capabilities; 
the possible interest of a member’s 
home country in emphasizing monetary 
recoveries; the insistence by some 
countries that infrastructure audits be 
given preference because so many old 
projects are unaudited; the interest 
by particular countries or NATO com- 
mittees in a certain NATO organiza- 
tion; and the backgrounds and uneven 
capabilities of the audit staff which 
must do the work. 

In a way, infrastructure advocates 
seem to have the better of it because 
most of the staff time is absorbed by 
infrastructure work. The advocates 
point out that with a hard-pressed staff 
it is important to consider that an 
infrastructure audit takes 2 weeks 
while an agency audit may take 6, 8, 
or more. As a consequence, they note, 
far more infrastructure reports are 
issued each year than agency reports 
(the old “numbers game”) although 
they do not emphasize that many 
infrastructure reports are of a stand- 
ardized, routine type which are rela- 
tively easy to prepare and process. 

Finally, it cannot and should not be 
overlooked that infrastructure audits 
have resulted in NATO’s recovering 
very substantial sums and that the 
audits continue to do so. In the eyes 
of the “Infrastructurers,” agency audit 
reports are long on recommendations 
and suggestions about improving fi- 


17 





AUDITING NATO 


nancial statement presentation and 
financial management but short on 
actual, measurable savings. And to 
them the latter is the important, de- 
cisive measure. 

On the other hand, advocates of 
agency audits point out that annual 
audits and certification of the financial 
statements of NATO organizations and 
budget entities are required by the 
Council and that the responsible com- 
mittees and the nations rely on these 
annual audits and certifications. They 
also point out the usefulness to agency 
management, to responsible commit- 
tees, and to the Council of reports 
which disclose situations which they 
might not otherwise be aware of; the 
opportunities these audits offer to gain 
greater economy and efficiency through 
improved financial management, in- 
cluding internal control and internal 
audit; and their usefulness in raising 
questions concerning the degree of 
attainment of agency and programme 
objectives. Also, as the Board has 
placed greater emphasis on agency 
audits and has gradually broadened 
their scope, its efforts have gained 
management acceptance and the use- 
fulness of the reports has been ac- 
knowledged. Finally, they point out 
(as every GAO-er knows) that you 
can’t put a dollar sign on many posi- 
tive, beneficial results flowing from 
good agency audits and reports. 


Internal Audit 


Not many Board meetings take place 
without touching on internal audit and 
internal control either directly or in- 
directly. Because the meaning of the 
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“control” in French includes 
“audit,” the difficulties of explaining 
the differences between internal con- 
trol and internal audit, and the need 
for the latter, are compounded. The 
subject comes up before the Board by 
direct reference in many reports; by 
requests from NATO authorities to 
comment on the need for an internal 
auditor in various organizations; and 
because of the Board’s continuing in- 
terest in the subject. 


Internal audit in NATO varies with 
the organizational unit and ranges from 
none to good. This does not necessarily 
indicate an absence of belief in the 
need for internal audit, but rather it 
reflects a wide span in the understand- 
ing of the function and acceptance of 
its cost. During the past 2 or 3 years, 
the Board has emphasized in its re- 
ports the need for competent internal 
audit and has also placed greater stress 
on evaluating the internal audit func- 
tion of the entity under audit and of 
adapting the Board’s audit in the light 
of the internal auditor’s work and his 
findings. 


word 


In general, the reaction has been 
good. However, questions are still 
raised. Why do we need an internal 
audit if we also have an external audit 
(the Board of Auditors) which is 
mandatory? And why do we need an 
internal audit when we have a financial 
controller? Not only is the need for 
internal audit raised by such ques- 
tions, but also the need for a continu- 
ing effort by the Board to explain the 
function, safeguards, and benefits that 
should flow from internal audit. 


On the other hand, the Board has 


on numerous occasions received strong, 





positive support in this area. The su- 
preme commander of the major NATO 
military command, for example, has 
not only voiced his strong support of 
both internal and external audit but 
has issued a directive to his’command 
making it clear that the audit func- 
tion, the audit reports, and their find- 
ings should be regarded as valuable 
aids to better management. More im- 
portant, he has backed this up by more 
prompt, objective consideration of the 
audit reports, which consequently are 
now being evaluated and responded to 
more cooperatively and quickly. 

Among Board members and the staff, 
acceptance of the idea of internal audit 
is generally complete. Effective evalua- 
tion of the internal audit varies among 
Board members and staff, again re- 
flecting backgrounds. However, adapt- 
ing the Board’s audit programmes to 
reflect the work done by the internal 
auditor and to use it wherever possible 
is still not a widely followed and 
accepted procedure. Throughout NATO 
the internal auditors and the external 
auditors (the Board) have an oppor- 
tunity to substantially increase their 
usefulness and their roles as an aid to 
management. They should do this by 
going beyond the financial-type audits, 
which are essentially reviews of the 
accuracy and legality of financial 
transactions, into broader scope, man- 
agement-type reviews. 

Steps are being taken in this direc- 
tion by the Board and by some in- 
ternal auditors. As might be expected, 
some auditors are reluctant to venture 
into new fields. There is also some 


questioning in the organizations being 
audited and in the NATO committees 
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as to the auditors’ authority and com- 
petency outside the boundaries of the 
traditional financial-type audits. The 
Board’s charter seems to provide suf- 
ficient authority; competency does 
vary among auditors. Staff training is 
needed in the reasons for and the ob- 
jectives of these wider scope reviews 
and in the procedures for attaining 
them. Also, auditors with experience 
in management-type reviews should be 
given preference in filling staff vacan- 
cies. Continuing effort and progress 
in the field of internal audit offer op- 
portunities for more effective use of 
the Board’s resources and better service 
to management. 


The Audit Staff 


In almost every Board meeting some 
consideration, either direct or indirect, 
is given to the technical staff’s per- 
formance, its relationship to the Board 
and to its individual members, and the 
important part the staff plays in carry- 
ing out the Board’s responsibilities. 

Traditionally, all audit staffs, as 
they move from one assignment to 
another, have to learn to adapt to the 
varying requirements of different 
supervisors. The NATO Board of 
Auditors staff man probably has a 
more difficult task than most in this 
respect. Not only must he adapt to a 
new personality, reflecting different 
national traits and customs, each time 
he works for a different Board mem- 
ber, but he must adapt to the different 
accounting and auditing concepts and 
practices that the Board member 
brings to the job. The staff man must 
also learn to recognize and adjust to 
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differing professional relationships 
which the Board member will establish 
with him in planning, performing, and 
supervising the job. The Board mem- 
ber’s participation sometimes may be 
nil, sometimes complete; either ex- 
treme may not be an unmixed blessing. 
Also, all of the present staff men have 
now been at NATO longer than a 
Board member’s normal tour and their 
background knowledge, particularly in 
infrastructure matters, is often en- 
cyclopedic. 

Whether the Board member recog- 
nizes this and draws on it or chooses 
to ignore it can also make life, and 
the performance of the job, easier or 
more difficult for the staff member. No 
wonder he is tempted to reflect that 
with the passage of a little time (3 
years is not such a long time) the difh- 
cult or demanding or unreasonable 
member will be gone. 


For his part, a Board member must 
also learn to adjust to different na- 
tional traits and customs in the men 
assigned to him and to different levels 


of knowledge and competence reflect- 


ing their professional backgrounds and 
length of time with the Board. 

The combined Board, when it sits 
as a body to accept and approve an 
audit report presented by one of its 
members, also faces unusual conditions 
created by the Board’s charter and by 
practices resulting 
from conscious decisions or from the 
erosions of time. The Board relies ab- 
solutely on the responsible Board 
member for the thoroughness, pro- 
fessional competency, and good faith 
with which the audit has been done 
and the report prepared. The member 


and procedures 
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has absolute authority over the job 
and the extent of his participation in 
it. He decides, or leaves to the staff 
man to decide, the scope of the work, 
the preparation of the audit pro- 
gramme (if any), the requirement for 
working papers, and the content of 
the audit He determines 
whether or not to review the work of 
the staff man and to what extent. 


report. 


Because there is no review of the 
audit by anyone other than the re- 
sponsible Board member and no en- 
forced requirements for working 
papers and audit programmes (other 
than recent requirements on _ infra- 
structure audits, and these require- 
ments are enforced or not by the 
Board member) it is clear that the 
Board, and NATO, count on the pro- 
fessional pride, competence, and good 
faith of their colleagues, the staff 
auditors, and the other Board mem- 
bers—possibly on occasion to an un- 
realistic extent, because trust and faith 
should have a limited role in the audit 
process. 


As has been stated, most staff men 
have been with the Board many years. 
During that time they have had very 
little NATO-offered opportunity to 
improve or enlarge the professional 
abilities they had when they arrived. 
(To the extent that their work has been 
confined to infrastructure audits, that 
lack has not been too serious.) Any 
increases in a staff auditor’s body of 
professional knowledge have resulted 
from his ambition, his personal pride, 
his intellectual curiosity, and his sense 
of professional responsibility. 


Material incentives to a staff man 
to do more than his job description 





requires are lacking. He is hired on 
the international staff in a particular 
grade and he cannot move out of it 
while he stays with the Board. He can 
and does climb up the steps on the 
within-grade ladder but this is basic- 
ally a routine, time-phased progression 
not affected by his performance so 
long as it is considered satisfactory. 
On the other hand, he has a kind of 
“no risk” job because the employment 
contracts with staff auditors are hardly 
ever terminated by NATO. (His home 
country may, of course, recall him or 
may cause his dismissal from NATO 
by withdrawing his security clearance. ) 

As a practical matter, the incentive 
to a staff man to advance or move up 
to another position in NATO is slight. 
Despite the wide knowledge concern- 


ing NATO’s finances and its many op- 


erations acquired by many staff audi- 
tors, they are rarely, if ever, consid- 
ered for positions of importance out- 
side the Board. There is no doubt that 
some staff auditors could make useful 
contributions to NATO in other parts 
of the organization but this possibility 
has not been explored. When a top 
NATO official was asked about this by 
a Board member not long ago, he re- 
plied that it was obvious that auditors, 
who were experts in bookkeeping and 
in checking financial statements, 
lacked the capabilities to fill manage- 
ment-type positions. This is certainly 
not obvious, but the opinion may be 


widely heid, to the detriment of NATO. 

Probably the Board has been negli- 
gent in not perceiving the need for, 
and in not providing opportunities to, 
the staff auditors to continue to en- 
their knowledge 


large professional 
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while they are on the staff. Although 
it is generally recognized that con- 
tinuing education and training are 
needed in order to keep abreast of new 
developments in accounting and audit- 
ing and to meet the growing oppor- 
tunities and the demands on the pro- 
fession, little has been done in this 
regard. Staff men, of course, share the 
responsibility for this situation. Time, 
facilities, and money could be profit- 
ably invested, for example, in adding 
to the staff's knowledge of modern 
auditing practices in the fields of pro- 
gramming and working papers; with 
regard to the expanding scope of audits 
into programme or management re- 
views; and in the review of computer- 
ized accounting records. 


The Chairman’s Role 


The a number of 
duties, many of them administrative, 
and limited authority. The Board’s 
charter says that he shall “direct the 


discussions of the Board and shall or- 


Chairman has 


ganize its work, ensuring in particular 
the allocation of tasks among Board 
members and the staff of audit assist- 
ants.” The Board’s own rules of pro- 
cedure are more specific and list a 
number of duties the Chairman shall 
carry out. These include signing Board 
correspondence; convening meetings 
and presiding over them; insuring con- 
sistency in the Board’s decisions and 
doing so by establishing appropriate 
records; representing the Board at 
NATO meetings; and maintaining con- 
tact with national administrations and 
national audit bodies. He spends con- 
siderable time signing routine cor- 
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respondence, travel orders, travel ex- 
pense vouchers, etc. 

Also, he is expected to read, or at 
least scan, appallingly huge volumes of 
minutes, directives, and decisions 
turned out daily by NATO’s Council, 
boards, committees, working groups, 
etc. In addition, the Chairman is ex- 
pected to, and does, carry a full load 
of audit assignments, comparable to 
that of the other Board members. 
Probably his most important respon- 
preparing the semi- 
yearly audit programmes and assign- 
ing Board members and staff auditors 
to each audit. He also must insure that 
the Board’s work is done quickly and 
efficiently and must control and be re- 
sponsible for the discipline of the staff 
assigned to the Board. 


In what might be thought of as the 
technical areas of his work, the Chair- 
man has limited authority. Although 
he does assign audits to individual 
Board members, he has no control over 
a Board member’s attendance either 
at the job site or in NATO headquar- 
ters. He cannot exercise any control 
over the performance or progress of an 
audit assigned to another Board mem- 
ber or visit it unless invited to do so 
by the latter. Neither he nor anyone 
else has the right to review other mem- 
bers’ audit work papers, audit pro- 
grammes, or any aspect of the audit 
except by discussion during the Board 
meeting at which the final report is 
presented for approval. 


sibilities are 


One area in which the Chairman has 
responsibility and the authority to go 
with it is in determining the semi- 
annual audit programmes. There have 
been attempts from time to time to 
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take this sole responsibility away from 
the Chairman and make it a combined 
effort by all the Board members. The 
reasons for the efforts to dilute or 
diffuse this authority include, perhaps, 
a member’s wish to increase the time 
allotted to infrastructure audits as 
compared with agency reviews, or vice 
versa; a member’s personal interest in 
seeing that a particular review is in- 
cluded in the programme; or even a 
member’s desire that more jobs be 
programmed in the sunny south of 
Europe rather than in the sometimes 
wet and cold north. Fortunately, recent 
chairmen have held fast to this proper 
prerogative, rightly claiming that the 
legitimate concerns of all Board mem- 
bers can be made known to and con- 
sidered by the Chairman while leaving 
undiluted his sole responsibility for 
the final product. 


Board members have differing points 
of view regarding the Chairman’s role. 
Sometimes the belief is expressed, for 
instance, that the position is an hon- 
orary one important for its social 
aspects (like being invited to official 
receptions and cocktail parties) and 
that it should be passed around from 
year to year so that as many as pos- 
sible may share these questionable re- 
wards. Sometimes it is looked on as 
a position which can be the focal point 
from which, with the cooperation and 
support of other Board members and 
the staff, continuing efforts can be 
made both to assess the past and to 


explore new or different ways of im- 
proving and enlarging the Board’s 
service to NATO. Probably most often 
though, the office is recognized for 
what it is—an unglamorous, demand- 





ing, primarily administrative job. As 
has been said, the Chairman tends to 
be the least among equals. 


Conclusions 


The NATO Board of Auditors down 
through the years has performed a 
valuable service for the NATO nations. 
It has met its primary responsibility 
as stated in its charter: 

The primary function of the Board will 
be, by its audit, to enable the North At- 
lantic Council and, through their Perma- 
nent Representatives, the Governments of 
member countries to satisfy themselves 
that common funds have been properly 
used for the settlement of authorized ex- 
penditure. 


Its infrastructure audits have re- 
sulted in the recovery by NATO of 
many millions of dollars which had 
been incorrectly charged to NATO 
common funds. On the other hand, 
these audits have also revealed large 
sums due to individual nations because 
of insufficient charges for work per- 
formed on NATO projects. The Board’s 
audits and reports on NATO agencies 
and organizations have provided man- 
agement with information and support 
leading to improved financial state- 
ment presentation; have led to im- 
proving internal control, including in- 
ternal audit; and have been useful in 
pointing out opportunities for more 
effective management. 

These have all been useful, worth- 
while contributions. Nevertheless, the 
Board cannot rest on these accom- 
plishments. Opportunities and chal- 
lenges exist for greater services and 
for more effective use of resources— 
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both the Board’s and NATO’s. This 


paper has indicated some of these. 


One of the most important resources 
is the technical staff. Board members 
come and go after short periods; tech- 
nical staff members are relatively per- 
manent. Probably the consequences of 
this have not been clearly recognized 
and acted upon. The staff’s extensive 
knowledge and expertise should be 
drawn on more formally by the Board. 
Efforts should be made to involve the 
staff more in exploring and suggesting 
new ways to expand and improve the 
auditing and the reporting functions. 
Meetings involving both staff and mem- 
bers should be used to encourage ex- 
changes of ideas and to help break 
down any remaining artificial caste 
barriers. The staff and members should 
be given the opportunity to continue 
their professional education through 
formal training programmes and other 
means. Fields that could be particu- 
larly appropriate include making man- 
agement review-type and programme 
review-type audits; evaluation and use 
of the internal auditor’s work by the 
external auditor; and acquisition of 
the basic knowledge concerning com- 
puters needed by an auditor. Although 
efforts to date have been unsuccessful 
for a variety of reasons, continuing 
thought should be given to providing 
incentives and rewards to those staff 
people whose performance is outstand- 
ing, who seek out and seize opportuni- 
ties to improve, who enlarge and apply 
their professional knowledge, and who 
contribute more than just a satisfac- 
tory performance as measured by their 
job description. 


The Board itself, as an entity and 
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individually, has many opportunities 
to be of greater service. It can work 
to improve the knowledge within 
NATO of the Board’s work and of the 
help it can be to NATO management 
at all levels. It can do this by not wait- 
ing to be asked but by taking the initia- 
tive in making contacts with manage- 
ment officials at all levels; committees, 
boards of directors, and financial off- 
cials both of NATO and of the nations’ 
delegations. This can be done with re- 
spect to specific reports and their find- 
ings; it can also be done by explaining 
the Board’s functions and how the 
scope of its reviews can be expanded to 
provide greater service to management. 
The Board can press harder for more 
positive action by responsible officials 
on the observations in its reports, and 
it should not hesitate to refer to the 
Council delays and disagreements con- 
cerning important matters. 


In addition to exploring opportuni- 
ties to enlarge and improve its services 
to other levels of NATO management, 
the Board should continually and 
critically look for opportunities to im- 
prove its own operations. It should 
continue to emphasize widening the 
scope of its audits when doing so offers 
reasonable prospects of improving the 
economy and effectiveness of NATO’s 
operations. It should review and assess 
its technical performance in such areas 
as audit programme and work paper 
preparation and the use, need for, and 
effectiveness of review of its own work 
at all levels. 


Now is a particularly appropriate 
time for the Board to build upon the 
solid foundations constructed over the 
past 20 years by preceding members 
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and staff. The changing political and 
economic conditions in the member na- 
tions have brought increasing demands 
and pressures from all delegations for 
more efficient and effective financial 
operations. The Board is in a key posi- 
tion to help meet these demands by re- 
sponding to the challenges and oppor- 
tunities now offered to it. 
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International Secretariat 

International Military Staff 

Military Agency for Standardization 

NATO Defense College 

Advisory Group for Aerospace Research and 
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Central Europe Pipeline System 

HAWK Management Office 

NADGE Management Office 
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Management Agency 
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D.L. SCANTLEBURY 


Using Analytical Experts in Auditing 


As the scope of the auditor’s work continues to expand, 
the audit staff increasingly will involve the service of 
experts since it is a basic audit standard that the auditors 
must collectively possess adequate professional 
proficiency for the tasks required. The author discusses 
some of the problems of integrating the work of GAO 
auditors with traditional backgrounds with that of 


experts in other fields. 


Traditionally, auditors were trained 
accountants and did not stray very far 
from work directly related to financial 
matters and other work of accountants. 
Because the scope of auditing has 
broadened to include efficiency and 
economy of operations and effective- 
ness in achieving intended program 
results, auditors today are confronted 
with analytical problems and subject 
matters that go far beyond what a 
standard accounting education equips 
them for. This article relates some of 
the lessons we have learned about using 
experts in fields other than auditing, 
to help auditors deal with those prob- 
lems for which they lack expertise. 
Recognizing that there is still much to 
be learned, I believe these lessons may 
be useful. 

Before proceeding, it seems advis- 
able to define “analytical experts.” I 


am using the term to mean persons— 
such as actuaries, statisticians, com- 
puter specialists, psychologists, and 
others possessing special skills—who 
devote their time to solving specific 
types of analytical problems not nor- 
mally within the competence of audi- 
tors. 

My definition does not include many 
of the college graduates GAO has re- 
cruited in recent years who have 
degrees in business administration, 
economics, public administration, 
mathematics, _ statistics, 
and the like. Most of these recruits 
have gone directly into auditing and 
have been trained as auditors. Al- 
though they have educational back- 
grounds different from those of ac- 
countants, they too encounter situa- 
tions for which their training is inade- 


engineering, 
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quate and for which they will need the 
assistance of analytical experts. 

Another type of specialist or expert 
not included in this definition is the 
subject-matter specialist; i.e., the staff 
auditor who, after long association 
with a particular subject, such as Gov- 
ernment procurement, develops inval- 
uable expertise in his subject-matter 
field. 

Analytical experts may be either in- 
house experts or outside experts em- 
ployed temporarily to meet a particu- 
lar need. In-house experts are full-time 
employees who help staff auditors cope 
with specific types of problems. In 
GAO, most of these in-house experts 
are staff members of the Financial and 
General Management Studies Division 
and many of them have learned audi- 
tors’ techniques and processes and 
can work with staff auditors with a 
minimum of familiarization with the 
work involved. 

The outside experts hired for spe- 
cific tasks usually require more famil- 
iarization because they often do not 
understand how auditors work and are 
more attuned to advising program ad- 
ministrators than to auditing the pro- 
grams. When we use outside experts, it 
is frequently desirable to use in-house 
experts to define the problem in ana- 
lytical terms and to specify well- 
defined tasks to which the outside ex- 
perts can contribute without completely 
understanding the assignment. 


Recognizing When Experts 
Can Help 


Perhaps the auditors’ biggest obsta- 
cles to using experts is the inability to 
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recognize when they can help. Ad- 
mittedly, there are many situations in 
which auditors recognize the need for 
expert assistance and there are many 
services experts can render that audi- 
tors accept and understand; for exam- 
ple, using statistical sampling, getting 
a printout of selected data from a com- 
puter, or making an actuarial compu- 
tation of a pension plan’s soundness. 

However, there are still many situa- 
tions in which auditors do not always 
recognize how experts can help them. 
These include the use of regression 
analysis, chi-square, and similar mathe- 
matical techniques; use of mathemati- 
cal models to solve audit problems; 
and use of techniques for evaluating 
computer system efficiency. In those 
situations in which auditors do not 
recognize the need for expert assist- 
ance, we have a dilemma. Auditors 
frequently plan their work before see- 
ing whether experts can help them. 
Yet, experts cannot be expected to be 
helpful unless their assistance is sought 
early in the planning stages of the 
audit. For example, if statistical sam- 
pling is to be used in an audit, orderly 
planning is necessary for an efficient 
sampling plan. Selecting a sample for 
audit cannot be done haphazardly or 
judgmentally if statistical inferences 
are to be drawn about the universe. 
Instead, the sampling plan must be 
worked out in advance using firm audit 
objectives and a clearly defined uni- 
verse of audit interest as the basis 
for the plan. 

The same is true of most of the other 
services experts can render. If audit 
planning does not provide for using 
the expert, his ability to help the audi- 
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tor is severely limited, if not eliminated 
entirely. 

The question then is how to get the 
expert involved during planning. This 
is a tough problem to deal with, being 
somewhat like the old chicken-and-egg 
controversy. How is the auditor to 
know when he needs expert help? And 
what kind of expert should he call 
upon? 

In GAO we are approaching this 
problem in two ways. First, we are 
giving courses that increase the audi- 
tors’ awareness of situations in which 
an expert can help. Second, we have 
assigned personnel to establish liaison 
between experts and the audit staff. 


Increasing the Auditor’s Awareness of 
When .To Use Expert Assistance 


A good method of seeing that an 
expert—and the right kind of expert— 
is brought in at the planning stage of 
an assignment is to increase the audi- 
tor’s awareness of useful analytical 
techniques and of situations in which 
they can be used. This does not mean 
that the auditor must acquire the skill 
to use the techniques himself but, 
rather, that he must recognize when 
they can be used advantageously. 

That this increase in awareness 
works effectively is demonstrated by 
the current situation in statistical 
sampling. Most, if not all, auditors 
recognize when to use statistical sam- 
pling, but it still takes an expert to 
design the most efficient plan. Thus, in 
GAO most statistical-sampling plans 
are developed or at least reviewed by 


our expert statisticians. The impetus to 


use statistical sampling, however, 
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comes from the auditors, not the statis- 
ticians. 

For areas that auditors recognize 
less readily than statistical sampling 
(statistical designs and analyses, eval- 
uation measures and designs, com- 
puterized mathematical models, or 
simulation), we are acquainting audi- 
tors with these methods through 1- to 
4-week courses. In these courses, and 
in special publications, we are using 
case studies to demonstrate how the 
methods have helped in specific audit 
situations. 


Establishing Liaison 
Between Auditors and Experts 


We have organized our staff of ex- 
perts in what we think is a sound 
manner for providing efficient and re- 
sponsive service. Our approach to such 
service has varied according to how 
difficult it is for the auditor to recog- 
nize when a particular type of expertise 
is needed. If we think the auditor can 
recognize the need, liaison is fairly in- 
formal, and we rely primarily on the 
auditor to seek the expert’s assistance. 
If we believe the auditor may not rec- 
ognize the need for assistance, liaison 
is more formal, including assignment 
of specific members of our staff to 
interface with specific audit divisions. 

Because auditors now recognize the 
need for statistical sampling, we do 
not have to have much formal liaison 
in this area. We receive several hun- 
dred requests a year for statistical- 
sampling assistance. 

The need for actuarial help is prob- 
ably the next easiest to recognize. 
Auditors seem to understand fairly 
well the functions of an actuary and 





to recognize when actuarial assistance 
can help. However, unlike statistical- 
sampling help, which usually requires 
only a few hours, actuarial help usu- 
ally requires considerable time. This is 
because the actuary must examine, in 
depth, the pension, insurance, or other 
plan involved and the characteristics 
of those covered by the plan. 

Determining when assistance of the 
computer staff can help is a more dif- 
ficult matter. As a general rule, we 
encourage the auditor to seek help 
from an expert whenever the entity 
being audited uses a computer. The 
expert’s job is to recognize when work 
done by or controls built into the com- 
puter can supplant ordinary audit tech- 
niques. In some cases, he may suggest 
special techniques needed to cope with 
a particular computer system. 

Some computer work is relatively 
simple for experts with appropriate 
skills. For instance, it is relatively easy 
to use computer retrieval packages and 
programing to get data from computer 
files. Other tasks are far more difficult 
and time consuming—for instance, 
evaluating and increasing the efficiency 
of computer systems by using software 
and hardware monitors. 

To provide expert assistance, we in 
the Financial and General Management 
Studies Division have staff members 
who possess a wide variety of com- 
puter skills. We are fortunate also to 


have staff members in each regional 
office and in some other GAO divisions 
who assist staff auditors in audits in- 
volving computers. 


Our computer assistance staff re- 
ceives requests for assistance from all 
other GAO divisions and meets month- 
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ly with automatic data processing 
staffs of other divisions to share ex- 
periences and to keep everyone posted 
on new developments. However, the 
state-of-the-art in the computer field 
is changing so rapidly that much re- 
mains to be done before maximum use 
can be made of computers in audit 
work. 

Systems analysis is the most difficult 
area for identifying when expert assist- 
ance will help. Because so many dif- 
ferent areas of expertise are involved, 
auditors may have difficulty determin- 
ing when to use certain techniques, 
even though they may have some idea 
of them. To deal with the problem, we 
have assigned a team of systems ana- 
lysts to work with each GAO division 
which can use our help. Most of these 
analysts are experienced auditors who 
have taken graduate-level analytical 
courses. They can work with the staff 
auditors as they plan assignments to 
see what form of systems analysis may 
make the job more productive or get 
it done faster. These analysts can use 
other staff members or experts to assist 
them if the occasion demands. 

To decide the best approach for solv- 
ing a specific audit problem, the ana- 
lysts discuss audit situations with more 
specialized staff experts and thus iden- 
tify the methods and the persons 
needed. Sometimes several staff mem- 
bers brainstorm a situation. 


To coordinate our audits, repre- 
sentatives of all the expert groups 
attend regular meetings. The objec- 
tive here is to get the right people 
assigned promptly to the assignments 
that need them the most. This is par- 
ticularly important in those complex 
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audits requiring the assistance of more 
than one type of expert because the 
experts often have to coordinate their 
efforts. 

The role of GAO regional offices 
must also be mentioned. A number of 
the regional offices have staffs experi- 
enced in computer science, statistics, 
and analytical techniques, which 
greatly increases GAO’s ability to do 
special analytical work. 

I would like to pay tribute to the 
GAO auditors who have taken special 
training in statistics, systems analysis, 
computer science, and actuarial sci- 
ence. We would be lost without them. 
With certain outstanding exceptions, 
experts often do not readily grasp the 
auditors’ objectives or problems. Peo- 
ple trained by GAO have one foot in 
both camps. They understand auditors 
and their problems, and they under- 
stand the experts and their problems. 
By being able to get the two groups to 
understand each other, they have pro- 
duced results that would not otherwise 
have been possible. 


Reviewing the Expert’s Work 


We try to have staff auditors work 
closely with experts if the experts are 
not familiar with GAO policies. The 
purpose is to see that the factual sup- 
port compiled by the expert is prop- 
erly documented and meets our stand- 
ards for evidential material. Super- 
visory review of the expert’s work must 
be performed by someone who pos- 
sesses sufficient expertise of his own to 
fully comprehend what the expert has 
done and why. Consequently, the 
supervisor may call in other experts 
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to help him make the review if he 
himself does not have appropriate 


skills. 


In addition, we often have scientific 
conclusions reached by experts sub- 
jected to peer review by other—usu- 
ally outside—experts: to ascertain 
whether there is a consensus on the 
matter in scientific circles. 


Referencing the Expert’s Work 


Auditors frequently are unable to 
reference the expert’s work. The audi- 
tors cannot follow the expert’s math, 
do not understand the rationales for 
their techniques, and cannot interpret 
some of the terminology used in their 
work papers. Therefore, we have an 
expert’s work referenced by someone 
else with comparable expertise. An 
auditor trained as an expert is particu- 
larly valuable for such work, since, in 
addition to his technical capability, he 
has been carefully schooled in our 
standards of referencing. 


Using Outside Experts on 
Assignments 


Most of our in-house experts soon 
become familiar with GAO’s auditing 


and reporting policies. Effectively 
using outside experts on audit assign- 
ments becomes difficult, in some cases, 
if the experts are not familiar with 
those policies. We have had the fol- 
lowing problems in using outside ex- 
perts. 


1. They have not felt the same need 
for documentation that we have 





felt; therefore, their support for 
their positions has not met GAO 
standards. 


They have tended to concentrate 
on areas involving their greatest 
interest and have not accumu- 
lated data on other aspects of 
the assignments that we have 
considered necessary. 


They have not been accustomed 
to writing in nontechnical lan- 
guage and an experienced GAO 
report writer often has had to 
rewrite their reports. 


Although the experience of the Fi- 


nancial and General Management 
Studies Division is limited, I have 
concluded that using an outside ex- 
pert is not desirable unless an experi- 


enced GAO staff member works with 


the expert. This, I believe, is most 
likely to insure usable results. 
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Conclusion 


Much has to be learned about meld- 
ing the work of auditors and experts 
in other fields. My contacts with others 
in the accounting profession lead me 
to believe that we in GAO are leading 
in this trend and that others are just 
beginning to experiment with it. How- 
ever, we are far from having reached 
the optimum in using expert help, and 
if we want to do our work as easily, 
yet as effectively as possible, we must 
continue to expand our capabilities to 
use other disciplines. The areas of in- 
terest to the Congress are so broad 
and what the Congress looks to GAO 
for is so diverse that we cannot re- 
spond appropriately unless we do 
expand this capacity. I view this 
process of melding the talents of audi- 
tors and experts in other disciplines as 
the major challenge in auditing in the 
next decade. 





THOMAS J. MULDOON 


An Experimental Project In Simulation: 
The Mock Audit 


An innovative approach in preparing first-year staff 
members to carry out their duties as GAO auditors. 


The Washington regional office has 
adopted a new framework for enhanc- 
ing the growth potential of its first- 
year staff members. In an effort to 
improve the quality of internal staff 
development, an experimental project 
using simulation was conducted at a 
recent training seminar. 

A major objective of this experiment 
was to integrate classroom training 
with actual work experiences. This 
integration would serve as a means of 
improving or reinforcing the new em- 
ployee’s capability of performing his 
auditor—namely, 
gathering and analyzing management 
data for ultimate presentation in writ- 


functions as an 


ten reports to Federal agencies, and 
most importantly, to the Congress. 


Objectives 


The experiment was designed to ac- 
complish the following objectives: (1) 
provide new employees the opportunity 


to demonstrate their auditing abilities 
in a simulated work environment, (2) 
enable them to visualize an audit as- 
signment from the outset through com- 
pletion, (3) highlight any shortcom- 
ings in their performance as a group 
and as individuals, and (4) provide 
instantaneous feedback on shortcom- 
ings, hopefully to prevent them from 
arising during an actual audit assign- 
ment. 


Format 


The experiment involved a re-crea- 
tion of a review performed by regional 
office staff members. Using an abbrevi- 
ated audit program, the staff was di- 
vided into teams, each composed of 
an acting supervisor and two or three 
staff assistants. 

The team member with the most 
practical experience in GAO was desig- 
nated the supervisor. His main tasks 
were to plan the audit, insure the 
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proper delegation of work tasks among 
the other team members, and prepare 
a report of the audit findings with 
appropriate recommendations. 


A vital ingredient of this project 
was the need for competent role play- 
ers. The assistant regional managers 
together with some supervisory per- 
sonnel played the roles of agency offi- 
cials. It was their task to provide spe- 
cific information on request during the 
interviews conducted by the respective 
teams. 


Experiment Results 


The success of this project can be 
judged from its effectiveness in creat- 
ing a simulated work environment and 
from the feedback data of the respec- 
tive team members. 


Integration 


The experiment achieved realism in 
a classroom setting by incorporating 
many facets of human relations and 
communication normally encountered 
by GAO auditors. The following table 
correlates some of the emotional reac- 
tions experienced by the teams with 
the appropriate phases of an audit. 


EXPERIMENT IN SIMULATION 


Feedback 


The projects’ impact on the team 
members was determined by analyzing 
their critiques. Certain key questions 
with their related responses are pre- 
sented below. 


Question: How do you feel the proj- 
ect will help you on future audit assign- 
ments? 


The project provided an increased 
sense of responsibility, a chance to 
visualize the entire review process, an 
opportunity to improve interviewing 
skills and analytical ability, and a 
setting for developing effective team- 
work, 


Question: What was the most impor- 
tant aspect of the project? 


It offered a realistic audit environ- 
ment and a sense of completion; placed 
heavy emphasis on the need for effec- 
tive planning; improved skills, con- 
fidence, and professional attitude; 
learned to form recommendations and 
defend them; and forced people to 
work under pressure. 


Question: Do you approve of the 


simulation approach to training audi- 
tors? 





Correlation of Emotional 
Reactions with Specific Audit Phases 


Reaction 
Confusion 
Frustration 
Hostility 
Relaxation 
Defensive posture 
Satisfaction 


Fulfillment 


Audit phase 
Planning 
Executing 
Interviewing 
Agreeing on course of action 
Defending course taken 


Reviewing 


Drafting report of findings 








EXPERIMENT IN SIMULATION 


This approach is the best way to 
learn what is expected of the auditor, 
provides greater classroom participa- 
tion, illustrates the tasks and problems 
new employees may encounter, and 
forces people to work independently 
and still grow as a cohesive working 
unit. 


Question: Did you visualize the 
project before attending and were your 
expectations realized? 


The project was extremely more 
challenging than anticipated and pro- 
vided great motivation; demanded 


more original thought than foreseen; 
visualized a make-believe job, but it 


became quite real and the subject mat- 
ter was such that it could be accepted 
as an actual audit assignment. 


Conclusion 


The team members demonstrated a 
positive attitude and preference for 
this mode of training. Everyone con- 
sidered the project very challenging 
and expressed a strong inclination to- 
ward participating in similar projects. 

Each of the above objectives was 
achieved. Most importantly, this train- 
ing vehicle proved very successful in 
integrating classroom training with 
practical auditing experience. 
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Training Without Instructors 


Two first-year staff members write their impressions of the 
innovative training session conducted at the Washington 


regional office and described by Mr. Muldoon in the 


preceding article. 


Skepticism . . . confusion . . . frus- 
tration . . . hopefulness . . . discourage- 
ment . . . sheer determination . . . 
ecstasy of accomplishment . . . relief. 
These ingredients of most GAO audits 
were crammed into only 5 days. 

This training session for first-year 
staff members was very unorthodox 
since there were no instructors. The 
audit of the Civil Service Commission 
retirement plan, conducted a few years 
ago by the Washington regional office, 
was chosen as the subject of our simu- 
lated audit. With the aids of only the 
assignment authorization (Form 100) 
and the audit program, we were to 
conduct our audit within 1 week, in- 
cluding administrative duties and writ- 
ing the report. Later, we were to re- 
turn for a half-day session to reference 
another group’s report and to answer 
referencers’ comments on our report. 
This complete assignment demonstrated 
the majority of steps that are per- 
formed in any audit from the receipt of 


the Form 100 in a regional office to 
the issuance of findings and recom- 
mendations. 

The first day we were divided into 
audit teams of three or four people. 
The senior in each group was the per- 
son who had been with the office the 
longest. The first-year staff conducted 
the fieldwork. Assistant regional man- 
agers, audit managers, and supervisory 
auditors in the regional office played 
the roles of the upper echelons of the 
regional office, GAO headquarters 
staffs, and personnel of the various 
agencies involved. 

Since a few of the role players per- 
formed the original review, they could 
control the direction of our fact find- 
ing during any point of our project. 
This is parallel to our regular audits 
where agency personnel are knowl- 
edgeable in their fields and we are “in 
the dark” during much of the investi- 
gative work. Consequently, the audit 
proved to be very challenging. 
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TRAINING WITHOUT INSTRUCTORS 


‘ 
‘ 


Yi 


Karen J. Kastner and John P. Hunt, Jr., team members, interview Roy B. Karadbil, playing 


the role of an agency official. 


We found that our attitude and abil- 
ity to communicate with peers and 
with agency representatives directly 
affected the success of the simulated 
audit and would apply equally to our 
actual assignments. Agency personnel’s 
first impressions of us influenced the 
whole working relationship of the 
agency with the GAO staff. More im- 
portant, that impression will carry 
through for all future contacts between 
GAO and that agency. 

Since we had not been exposed to 
this type of training, we were appre- 
hensive and skeptical. After the first 
day, we were convinced the project 
was impossible. When we accepted the 
seeming impossibility of the session as 
the “bait,” we were inspired to meet 
the challenge. We came to appreciate 
all the planning that went into the 
design of this training session and felt 
compelled to do our best on the proj- 
ect. Competition was almost always 
self-generated. As the pieces of the 
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complex case study began to fit to- 
gether, we experienced the full range 
of emotions that are scattered through- 
out every audit. 

This audit emphasized the impor- 
tance of proper supervision, delegation 
of duties, and the discipline necessary 
to perform GAO audit work. After 
determining the main objectives and 
the scope of our audit, we needed to 
decide the direction of our efforts in 
relation to our time constraints. We 
learned the importance of each per- 
son’s pulling his own weight on the 
audit and the need for an open mind. 
Therefore, we further impressed upon 
ourselves the idea that the auditor 
must strike a balance between taking 
the initiative and listening to other 
people’s suggestions. Our individual 
efforts would reflect on the whole team. 

The idea of a total teamwork con- 
cept was again brought out when an 
agency role player informed us that a 
GAO audit, which we did not know 





TRAINING WITHOUT INSTRUCTORS 


Team members participating in the simulated audit discuss audit objectives. From left: 


Janis E. Combs, William W. Caywood, Jr., Joan B. Hawkins, and Gary L. Johnson. 


existed, had recently been performed 


on a major phase of our review. By 
this experience, we learned the value 
of planning and of thorough back- 
ground research into the area to be 
investigated. 

Since our role players were actually 
regional office supervisors, we felt the 
audit was an excellent opportunity for 
everyone involved to gain impressions 
of the others that we might be work- 
ing with on future assignments. The 
supervisors could observe the areas 
where teams were having difficulties. 
Supervisory 
staff members can be strengthened in 
these weaker areas. 

Feedback from peers and supervisors 


responsibilities to new 


made the training session more realistic 


and valuable. In one instance, a role 
player pointed out areas in which we 
might have tried a different approach. 
We talked with the other first-year 
staff members about the different types 
of supervisors we had worked with and 
the various jobs and working situa- 
tions we had been exposed to. These 
different experiences have tremendous 
bearing on our development in GAO. 

Since this simulated audit was with- 
out formal instruction, it was refresh- 
ing and challenging. We thought of 
many ways to summarize the value of 
this training session but could find 
none better than one very brief state- 
ment: It was a completely unique and 
realistic experience. 





JOSEPH F. DALY 


Prescriptions, Opinions, and 
Representations By Professional 
Practitioners Under the Food, Drug 
and Cosmetic Act 


The purpose of this article is to selectively explore 

the meaning of the exemption for prescription drugs from 
the detailed labeling and advertising requirements of the 
Federal Food, Drug and Cosmetic Act and other areas where 
the practitioner's judgment and representations have been 
brought under the penumbra of this act. 


Prescription drugs are exempt from 
the detailed requirements for the 
labeling and advertising of drugs as 
set fourth by the Federal Food, Drug 
and Cosmetic Act. To meet the exemp- 
tion and not be considered misbranded, 
the drug must be dispensed upon pre- 
scription by a practitioner licensed by 
law to administer such drug. This 
seemingly clear and antiseptic state- 
ment of the law and others have been 
expanded and interpreted to: regulate 
practitioner-patient relationships, lim- 
it the practitioner’s ability to avoid 
liability by claiming his representa- 
tions are his professional opinion, and 
establish criminal liability for mis- 
representations of professional opinion. 


Misbranding and the 
Prescription Drug 


Failure to dispense a prescription 
drug as required—upon a_ written 
prescription by a practitioner licensed 
by law to administer such a drug—is 
deemed to be an act which results in 
the drug being misbranded while held 
for sale. 

The courts have held that the provi- 
sions of the act requiring a prescrip- 
tion are sufficiently clear and definitive 
to constitutionally support a criminal 
charge for misbranding. The courts 
have also held that dispensing means 
much more than to sell. It also can 
mean to weigh out, pay out, distribute, 
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regulate, manage, and control. 

The statutory scheme provides a 
method of controlling the dispensing of 
prescription drugs. If drugs are dis- 
pensed outside this scheme, the dis- 
penser is in violation of the law. 


What is a prescription and 
from whom is it required? 


Webster says that a prescription is 
the act of prescribing, the thing pre- 
scribed, a written direction for the 
preparation of medicine, or a recipe. 

In Brown v. United States, 250 F.2d, 
745, a doctor appealed a conviction for 
dispensing amphetamines to a Federal 
agent disguised as a truck driver with- 
out giving him a prescription, without 
physically examining him, without 
prescribing a dosage, and without any 
attempt to acquaint himself with the 
physical condition or needs of the man. 

In affirming the conviction, the court 
indicated that an act which is for pro- 
tection of the people from dangerous 
products must be construed broadly, 
that the “dispensing” with a prescrip- 
tion requirement was not limited to a 
druggist but included a licensed physi- 
cian, that a prescription was something 
more than a written paper, and that 
it required the existence of a bona fide 
doctor-patient relationship.‘ The de- 
fendant appealed this decision to the 


In Duncan Drug Stores v. United States, 
362 F.2d 835, a drug company druggist 
appealed a conviction for refilling a prescrip- 
tion for a potentially harmful drug without 
authorization by the prescriber. The original 
prescription itself was not valid since there 
was no doctor-patient relationship in its 
issuance, but the court said the pharmacist 
was protected in that respect, and the initial 
authorization was valid on its face. 
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Supreme Court, which refused to hear 
the appeal.” 

In DeFreese v. United States 270 
F.2d, the court was faced with the sale 
of benzedrine to Federal agents posing 
as truck drivers. The sales were made 
by a physician and his wife. They were 
convicted of dispensing prescription 
drugs without a prescription. The argu- 
ment was made that the prescription 
requirement applied only to dispensing 
by a pharmacist and its scope did not 
include physicians. In addition, the 
section only encompassed sales by 
pharmacists at the retail level. The de- 
fendants attempted to distinguish the 
Brown case on the basis that their 
interpretations of the act had not been 
made to the court and that the quanti- 
ties of drugs sold in the Brown case 
were so great that it was obvious that 
they were not for treatment or retail 
sales. 

The court made major purpose argu- 
ments regarding the basis for the 
Durham - Humphrey Amendments, 
which incorporated the requirements 
for a prescription, and concluded that 
these purposes—protecting the public 
from abuses in the sale of potent pre- 
scription drugs and relieving retail 
pharmacists and the public from bur- 
densome and unnecessary restrictions 
on the dispensing of drugs that are sold 
for use without the supervision of a 
physician—could not be accomplished 
if the defendants’ interpretation was 
accepted. 

With regard to what constituted a 
prescription, the court pointed out that, 
in a standard pharmacology text, the 
definition of prescription included 


* 356 United States 938. 
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more than the written order to the 
pharmacist. It included directions for 
preparation and use and was a sum- 
mary of the physician’s diagnosis, 
prognosis, and treatment. “* * * it 
brings in focus on one slip of paper the 
diagnostic acumen and_ therapeutic 
proficiency of the physician * * *.” 

The court went on to apply Brown 
v. United States and required a bona 
fide doctor-patient relationship. In 
DeFreese v. United States 270 F.2d 
737, the court made note that “Dr. 
DeFreese did not give Sumrall [a Fed- 
eral agent] a physical examination nor 
did he consider Sumrall as a patient.” 

The court rejected the defendant’s 
second contention, concluding that 
“dispensing” * cannot be interpreted 
to apply only to retail selling, since to 
do so would not be consistent with the 
commonly accepted meaning of the 
term and would carve out an unwar- 
ranted exception to the statute. De- 
Freese appealed this affirmation of his 
conviction but the Supreme Court 
would not hear the case.* 


Misbranding Charge 
and Medical Opinion 


The point developed here is how far 
the practitioner and his products are 
insulated from misbranding charges, 
under the detailed labeling require- 
ments of the act, by his asserting that 


In a 1964 case, the 5th Circuit, dealing 
with the meaning of “dispense,” interpreted 
Federal Food, Drug and Cosmetic Act, sec- 
tion 503 (b) (1), and also refused to limit 
dispensing to sales. Palmer v. United States 
34 F.2d 4, 8. 


“362 United States 809. 
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his claims reflect a segment of medical 
opinion, even though there are contra- 
dicting opinions. Since the issue is one 
of professional opinion, can he be 
guilty of misbranding and can his 
products be condemned as misbranded ? 
This inquiry begins with. an often- 
cited Supreme Court opinion, Ameri- 
can School of Magnetic Healing v. 
McAnnulty 187 U.S. 94. This 1902 
case, predating the first Federal Food 
and Drug Act, laid down the principle 
that the court would not deal with 
issues of effectiveness of treatment 
which were a mere matter of opinion 
and, as such, could not be proved as a 
fact to be a fraud. The case involved 
an appeal from a dismissal on demur- 
rer. The School requested an injunc- 
tion to restrain the Postmaster General 
from implementing an order in which 
he stated that the School was using 
the mails to conduct a scheme or device 
for obtaining money by means of false 
and fraudulent pretenses. The School’s 
business included the giving of treat- 
ment and advice, by letter, to afflicted 
people. The School’s actions were 
based on the proposition that: 
* * * the mind of the human race is largely 
responsible for its ills and is a perceptible 
factor in treating, curing, benefiting, and 
remedying thereof, and that the human race 
does possess the innate power through proper 
exercise of the faculty of the brain and 
mind to largely control and remedy the ills 
that humanity is heir to, and [complainants] 
discard and eliminate from their treatment 
what is commonly known as divine healing 
and Christian Science and they are confined 


to practical scientific treatment emanating 
from the sources aforesaid * * *. 


The court concluded that: 


As the effectiveness of almost any particular 
method of treatment of disease is, to a more 





or less extent, a fruitful source of differences 
of opinion, even though the great majority 
may be of one way of thinking, the efficacy 
of any special method is certainly not a 
matter for the decision of the Postmaster 
General within these statutes relative to 
fraud. Unless the question may be reduced to 
one of fact as distinguished from mere 
opinion, we think these statutes cannot be 
invoked for the purpose of stopping delivery 
of mail matter. 


While the court reversed the action 
by the Postmaster, it specifically quali- 
fied its decision as not prohibiting the 
Postmaster from showing in fact that 
the School’s business conduct was 
fraudulent. 


The Federal Food and Drug Act 


In 1915 the Supreme Court was 
faced with the issue again. This time 
the case arose under the 1906 Federal 
Food and Drug Act, as amended in 
1912, which defined a drug as being 
misbranded. 


“If its package or label shall bear or contain 
any statement, design or device regarding the 
curative or therapeutic effect of such article 
or any of the ingredients or substances con- 
tained therein which is false and fraudulent.” 


The case, Seven Cases of Eckman’s 
Alternative v. United States 239 
U.S. 510, involved an appeal from 
a decision against a claimant’s demur- 
rer to the Government’s position that 
the statements on the label—that the 
drug was effective as a preventive for 
pneumonia and could cure tubercu- 
losis—were false, fraudulent, and mis- 
leading since the drug could not pre- 
vent pneumonia. There was no sub- 
stance known at that time which could 
be relied on as an effective treatment 
or cure of tuberculosis. Using Ameri- 
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can School of Magnetic Healing for 
support, the claimant attacked the con- 
stitutionality of the act, contending that 
it was a deprivation without due 
process and did not permit the laying 
of a definite charge. The court con- 
cluded that the attack was incorrect 
and that the Congress had excluded 
from the ambit of the act “* * * the 
field where there are honest differences 
of opinions between Schools and prac- 
titioners.” Whether a claim was false 
or fraudulent under the act was to be 
determined from whether the state- 
ments were intended to deceive, which 
intent could be derived from the facts 
and circumstances. Specifically dealing 
with curative claims, the court held 
that the act applied and 

That false and fraudulent representations 
may be made with respect to the curative 
effect of substances is obvious. It said that 
the owner has a right to give his views re- 
garding the effect of his drugs. But state of 
mind is itself a fact and may be a material 
fact, and false and fraudulent representa- 
tion may be made about it; and persons who 
make or deal in substances, or compositions, 
alleged to be curative, are in a position to 
have superior knowledge and may be held 
to good faith in their statements. 

The 1912 misbranding section was 
also brought into question as it relates 
to medical opinion in United States v. 
Dr. David Roberts Veterinary Com- 
pany 104 F.2d 785, an appeal which 
affirmed the doctor’s conviction. Dr. 
Roberts, a veterinarian, was convicted 
of misbranding various remedies he 
sold to cure worms in livestock and 
poultry, bots in horses, and a series of 
dog ailments. A number of veteri- 
narians testified for the Government 
that Dr. Roberts’ product had no value 
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in treating the claimed animal afflic- 
tions and that the opinions they ex- 
pressed were a consensus of the pro- 
fession. Dr. Roberts and another prac- 
ticing veterinarian testified to the con- 
trary. Dr. Roberts said he knew his 
products worked because he tested 
them. His testimony included an admis- 
sion that not all worms could be cured 
by his remedies. The other veterinarian 
said that the ingredients of Dr. Rob- 
erts’ remedies had been used and some 
were beneficial in treating some of the 
claimed afflictions. 

The appeal was premised on the 
hypothesis that a veterinarian should 
not be convicted just because he advo- 
cates a theory of medicine which has 
not been endorsed by the profession. 
The court dismissed the contention on 
the belief that the distinction between 
frauds and things which were not 
frauds was clear, although the concept 
was difficult to define. Essentially, the 
distinction was one of fact to be found 
by the jury or judge from the circum- 
stances of the case, which included, as 
admissible, factual evidence statements 
regarding the consensus of opinion of 
the profession. The court stated: 

The owner has a right to give his views re- 
garding the effect of his drugs but he must 
be mindful that the statute condemns every 
statement that may mislead or deceive. If 
an article is not the very thing that the 
statement indicates it to be, it is misbranded 


and if the drugs are worthless, he cannot 
escape by hiding behind the phrase ‘doctors 


say’. 


The Federal Food, Drug and 
Cosmetic Act 


Technological advancement,  de- 
cisional law, and changes in the Food, 
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Drug and Cosmetic Act have further 
qualified the leverage that the Ameri- 
can School of Magnetic Healing was 
able to provide to avoid the conse- 
quences of misbranding. The courts 
have recognized that questions which 
were previously only subjects of 
opinion have been answered with cer- 
tainty by application of scientifically 
known facts.® 

Testimony of experts regarding test 
results and experiments have been held 
to be factual data to rebut claims hid- 
ing behind the veil of medical opinion. 
Testimony of experts as to the con- 
sensus of scientific opinion is relevant 
factual evidence to be considered in 
determining whether a product is mis- 
branded, as is even general testimony 
of the therapeutic value of the prod- 
uct.® All of these are facts to be pre- 
sented to the trier of fact and given 
such weight as the trier decides. 

The act declares that a drug or de- 
vice is misbranded if its labeling is 
false or misleading in any particular. 
Nonexistent today are the requirements 
of intent to deceive, the requirements 
of the fraud order in American School 
of Magnetic Healing.’ The act requires 
no proof of guilty knowledge or wrong- 
ful intent.2 By congressional action 
this section changes the application of 
American School of Magnetic Healing 
and “* * * completely puts to rest any 


5 United States v. 7 Jugs, etc., of Dr. Salis- 
bury’s Rakos 53 F. Supp. 746. 


® Research Laboratories Inc. v. 
States 167 F.2d 410. 


United 


7 United States y. 47 Bottles more or less 
Jenasol R. J. Formula 60, 200 F. Supp. 1. 


® United States vy. Kaadt, et al. 171 F.2d 
600. 





remnant of a requirement to prove 
fraud in order to sustain a finding 
against a claim of effectiveness as a 
fact * * * so that under the present 
law what Congress has done is to per- 
mit a claim of effectiveness as a fact.” ° 
Not only does effectiveness become a 
question of fact, but the mere failure 
to disclose a contradictory body of 
opinion makes a product misbranded 
and may make the responsible profes- 
sional guilty of misbranding. 

The regulations (21 CFR 1.3) state: 


The existence of a difference of opinion, 
among experts qualified by scientific training 
and experience, as to the truth of a repre- 
sentation made or suggested in the labeling 
is a fact (among other facts) the failure to 
reveal which may render the labeling mis- 
leading if there is a material weight of 
opinion contrary to such representation. 


The act itself now incorporates this 
refrain: 


If an article is alleged to be misbranded 
because the labeling is misleading, then in 
determining whether the labeling is mis- 
leading there shall be taken into account 
(among other things) not only representa- 
tions made or suggested by statements, work, 
design, device, or any combination thereof, 
but also the extent to which the labeling 
fails to reveal facts material in the light of 
such representations or material with respect 
to consequences which may result from the 
use of the article to which the labeling re- 
lates under the conditions of use prescribed 
in the labeling thereof or under such condi- 
tions of use as are customary or usual. 


In the new drug area the profes- 
sional practitioner has little hope of 
putting forth a product as something 
other than a drug to avoid the require- 
ments of the law. His technical asser- 


* United States v. Diapulse Manufacturing 
Corp. 299 F. Supp. 162. 
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tions and label qualifications are not 
accepted if in fact the product is recom- 
mended for use in the treatment or 
mitigation of disease. 

In United States v. Nutrition Serv- 
ices Inc. 227 F. Supp. 375, a corpora- 
tion and its officers, as well as a medi- 
cal doctor, director, were enjoined 
from distributing a product called 
Mucorhian. Defendants claimed that 
their product was not a drug but a non- 
toxic food for special dietary uses. 
However, the defendants represented 
their product as a substance safe and 
effective in the treatment or mitigation, 
cure, and prevention of cancer as well 
as other diseases. 

The court found as a fact that the 
product was represented as an anti- 
biotic and was not generally recognized 
among qualified experts as safe and 
effective for use in the treatment or 
mitigation and prevention of cancer 
as well as other diseases for which it 
was recommended. As a matter of law, 
it was found to be a drug, a new drug, 
and an antibiotic. As a result, it was 
held to be adulterated and misbranded 
by failing to meet the requirements for 
a new drug and the certification re- 
quirements for an antibiotic. 

In this case the practitioner claimed 
that his product was not a drug but a 
food product, a synergistic agent. His 
claim was not accepted. In his testi- 
mony he talked of cures; this and the 
claims made for the product were suf- 
ficient to classify the product as a 
drug. Since it was not recognized 
among qualified experts as being safe 
for use under the conditions pre- 
scribed, it was also determined to be 
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a new drug. The preliminary injunc- 
tion was granted. 

As can be seen, the practitioners’ 
opinions held little weight. The fact 
that it was recommended for use in the 
treatment of cancer made it a drug and 
the mere absence of a body of expert 
opinions as to its safety for use sub- 
jected the product to the new drug 
requirements. 

The courts and drug law have come 
a long way from American School of 
Magnetic Healing. 


The Professional Practitioner 
and the New Drug Provisions 


The practitioner’s problems in the 
new drug area begin with his partici- 
pation in the filing of a new drug 
application or the filing for an investi- 
gational new drug exemption to the 
new drug requirements. The practi- 
tioner must be aware of what consti- 
tutes a new drug. 

The act defines a new drug as: 


Any drug the composition of which is such 
that such drug is not generally recognized 
among experts qualified by scientific train- 
ing and experience to evaluate the safety 
and effectiveness of drugs, as safe and ef- 
fective for use under the conditions pre- 
scribed, recommended, or suggested in the 
labeling thereof, except that such drug not 
so recognized shall not be deemed to be a 
“new drug” if at any time prior to the 
enactment of this Act it was subject to the 
Food and Drugs Act of June 30, 1906, as 
amended, and if at such time its labeling 
contained the same representations concern- 
ing the conditions of its use; or 

Any drug the composition of which is such 
that such drug, as a result of investigations 
to determine its safety and effectiveness for 
use under such conditions, has become so 
recognized, but which has not otherwise 


An 


than in such investigations, been used to a 
material extent or for a material time under 
such conditions. 

This definition encompasses many 
old as well as new drugs in that it 
includes’® 

—use of new components, 

—a new combination of recognized 

drugs, 

—a new proportion of a drug in 

combination, 

—a new use, and 

—a new condition of use. 


Illustrative of the data requirements 
for a new drug application are 


—full reports of investigations 
which have been made to show 
whether or not such drug is safe 
for use and whether such drug is 
effective in use; 

—a full list of the articles used as 
components of such drug; 

—a full statement of the composi- 
tion of such drug; and 

—a full description of the methods 
used in, and the facilities and 
controls used for, the manufac- 
ture, processing, and packing of 
such drug. 


The investigational new drug also 
requires the submission of substantial 
data to include” 


—complete chemical and. manufac- 
turing information, 

—results of preclinical investigations 
including animal studies, 


21 CFR 130.1(H) 


1 W. J. Garfas, M.D. and A. Welch, “The 
IND Procedure: Assuring Safe and Effective 
Drugs,” FDA Handbook of Total Drug 
Quality, p. 36. 





—description of the investigations 
to be undertaken, 

—information regarding the train- 
ing and experience of the investi- 
gator, and 

—copies of all informational mate- 
rial supplied to each investigator. 


The above requirements show that 
the practitioner will be deeply involved 
in providing input to the technical data 
required by FDA before the product 
can be used. The only way a new drug 
is going to get on the market is through 
the new drug procedure,’* either by 
application for new drug status or 
qualification as an exemption. Both 
require the submission of substantial 
qualifying evidence. 

The new drug area opens the profes- 

sional practitioner to some risk of 
criminal prosecution if the data he 
submits is fraudulent or otherwise con- 
tains an intentional misstatement. He 
may face the charge under 18 U.S.C. 
1001, which states: 
Whoever, in any matter within the jurisdic- 
tion of any department or agency of the 
United States knowingly and willfully falsi- 
fies, conceals or covers up by any trick, 
scheme, or device a material fact, or makes 
any false, fictitious or fraudulent statements 
or representations, or makes or uses any 
false writing or document knowing the same 
to contain any false, fictitious or fraudulent 
statement or entry, shall be fined not more 
than $10,000 or imprisoned not more than 
five years, or both. 

G. Rosner, in an article, “Criminal 
Liability for Deceiving the Food and 
Drug Administration,” '* develops this 


“Turkel vy. FDA 334 F.2d 844, 379 U.S. 
990 and Dr. Rutherford, et al., American 
Medical Association, 379 F.2d 641. 

Food, Drug and Cosmetic Law Journal, 
August, 1965, p. 446. 
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theme by discussing two indictments in 


which a doctor and a drug company 
each pleaded no contest and were sen- 
tenced and fined accordingly. One case 
involved falsification by a doctor of 
test results submitted to FDA by a 
drug company as part of a new drug 
application. The other involved a ma- 
terial distortion of test results reported 
by the company to FDA as part of an 
amendment to a similar application. 
Rosner appropriately draws the con- 
clusion in his article that “honesty is 
the best policy” when dealing with 
FDA. 


Conclusion 


The exemption of prescription drugs 
from the detailed labeling requirements 
has been construed very narrowly in 
order to provide the greatest protection 
to the public. Drugs not properly 
labeled are permitted into channels of 
distribution only when they specific- 
ally meet the requirements of the act. 
While some of the court interpretations 
appear on the surface to be beyond the 
common meaning of words, the courts 
have done this to close any possible 
gaps between the requirements and the 
exemption. They have made it clear 
that a practitioner can be subject to 
the sanctions of the act whether he is 
a pharmacist, a medical doctor, dentist, 
or chiropodist. The requirement for a 
prescription goes beyond the pharma- 
cist. It requires that the practitioner 
have established a doctor-patient rela- 
tionship. Moreover, the doctor-patient 
that the 
examination is within the scope of the 


relationship presupposes 
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practitioner license as defined by State 
law. 


Dispensing under the act encom- 
passes more than just selling. It in- 
cludes in its sweep the practitioner who 
is responsible for the party violating 
the terms of the exemption by selling 
without a prescription. The term 
“dispense” means more than retail 
sales. It encompasses all transactions 
in which a prescription drug changes 
hands and does not meet the require- 
ments of the act. It ranges from the 
doctor who gives away free samples 
of prescription drugs to the pharmacist 
who refills a prescription without au- 
thorization. 


In the area of medical opinion and 
misbranding, the courts and the Con- 
gress have taken the proposition that 
a claim representing a medical opinion 
cannot be dealt with in the judicial 
arena and have so limited the proposi- 
tion to the point where the mere failure 
to disclose a significant body of contra- 
dictory medical opinion may be suffi- 
cient to support a misbranding charge. 
In the new drug area, the existence of 
opinions by qualified parties that a 
drug is generally recognized as safe 
and effective is not enough to qualify 
it as a new drug. The drug is subject 
to the totality of FDA’s controls over 
the manufacturing and distribution of 
new drugs. 


This course of development had to 
occur. With the technological growth 
of the drug industry, opinions became 
more diverse and the public could not 
take the risk of leaving itself open to 
the claims of any charlatan who was 
willing to hide behind the veil of a 
tenuous medical opinion. Yet, the 
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courts are not, and have not been, in 
a position to decide what is or is not 
a good medical opinion. 

The Congress has taken the problem 
and reduced its impact by establishing 
FDA, providing it with the expertise 
to deal with the problems, constructing 
the definitions in the act to weigh the 
area in the public’s favor, and doing 
away with requirements for showing 
fraudulent intent. 

The courts, on the other hand, have 
in the interim periods reduced much 
of the area of opinion to levels of fact 
to be dealt with by the trier of fact. 
When intent was required to support 
a misbranding charge, the courts 
allowed the opinion to be examined 
from the standpoint of the intention of 
the person making the claim. An ex- 
amination on a factual level was to 
determine whether there were other 
medical opinions representing con- 
sensus of the medical community. 

The new drug provisions of the act 
are expansive. They require the sub- 
mission of a magnitude of reports and 
studies regarding testing, clinical ex- 
perience, manufacture, and distribu- 
tion. The practitioner may be involved 
at many levels in providing the basic 
inputs for this data. The definition of 
a new drug is also expansive and in- 
corporates many seemingly old drugs. 
Drug growth today and in the future 
will be controlled under the new drug 
provisions. 

The cases examined illustrate that 
there is no way around the data re- 
quirements of the act and implementing 
regulations. The practitioner is being 
held responsible for the veracity of his 
inputs by being subject to criminal 
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sanctions outside the act. However, of _ products if FDA revokes a new drug 
more importance is the impact on the application because the data is inade- 
manufacturer’s ability to market its quate, misleading, or false. 


Need for 
Congressional Oversight 


Referring to the Comptroller General’s report on Research and 
Demonstration Programs to Achieve Water Quality Goals: What the 
Federal Government Needs to Do (B-166506, Jan. 16, 1974), Senator 
Brock of Tennessee stated: 


This report again emphasizes the dire need for us to constantly 
monitor the programs we have established. We must determine if they 
are working, how well they are working, if they are achieving their 
goals, and whether the taxpayers’ dollars being spent on them are 
being spent efficiently. We must be concerned with efficiency if we 
are going to maximize the impact of our limited resources. 


Congressional Record 
Feb. 28, 1974 





KARL E. DEIBEL 


My First 20 Years In GAO 


The author sketches an outline of his 20-year career as a 
GAO professional staff member together with some of his 


experiences and rewards. 


My interest in a GAO career started 
at Fort Monroe, Virginia, in 1954, 
when another private in Uncle Sam’s 
Army shared a GAO recruiting bro- 
chure with me. Since I was about to 
complete the required 2 years of mili- 
tary service, I was evaluating the 
career opportunities I might choose in 
addition to returning to a career with 
my prior employer—a public account- 
ing firm. I was stationed only a few 
hours away from the GAO headquar- 
ters, and I visited with officials of the 
then Division of Personnel, now Office 
of Personnel Management. A _ few 
months later I chose GAO, completed 
my active military service, and returned 
to my home in St. Louis, Missouri. 


St. Louis Office 


Whether we have been in GAO 1 
year, 20 years, or 40 years, we prob- 
ably all remember our first day when 
we raised our hand, were administered 
the oath, and were welcomed to GAO. 
My welcome took place in the St. Louis 


regional office (now a suboffice of the 
Kansas City regional office). 

GAO’s policy was, and still is, im- 
mediate assignment to an audit. So, 
after 1 day in the regional office, I was 
assigned to an audit at the main post 
office in St. Louis. My initial task was 
to observe and test check the inventory 
of postage stamps being taken by em- 
ployees of the postal service. Do you 
remember those days? A letter was 
mailed for 3 cents, and you received 
both a morning and afternoon delivery 
of mail to your home. 

With the St. Louis office, I received 
opportunities to review cost account- 
ing in Veterans Administration Hos- 
pitals, audit Government employee 
payroll records, evaluate the operating 
income and expenses of federally sup- 
ported housing projects, and audit the 
reasonableness of contract prices nego- 
tiated by Government procurement 
officials with private companies. 

During my 4 years in the St. Louis 
office, Arnett Burrow (now an assistant 
regional manager, Kansas City re- 





Mr. Deibel, audit manager with the Los Angeles regional office, has previously con- 
tributed to The GAO Review. He is a graduate of Washington University in St. Louis 
and is a CPA in the District of Columbia and in California. 
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gional office), probably contributed 
the most to my career. In 1957 I was 
assigned as the senior, under Arnett, 
on an audit evaluation of the price of 
a negotiated contract for the manufac- 
ture of airplanes. This was one of the 
first audits by GAO in which a thor- 
ough understanding of the learning 
curve theory was crucial. I came to 
appreciate Arnett’s dedication to his 
work. Today, Arnett is still one of the 
leaders in GAO in the application of 
this theory. 

Primarily because of Arnett’s fine 
leadership and with the able assistance 
of William Schoengerdt, whose mathe- 
matical background was invaluable, 
the members of our audit team were 
honored by the Comptroller General 
for our work on this assignment and | 
received a Meritorious Service Award. 


More importantly, the Justice Depart- 
ment recovered $1 million under the 
False Claims Act and a civil penalty 
of $474,000. 


The Meritorious Service Award was pre- 
sented by Smith Blair, Jr., then director of 
the European Branch, now the director of 
GAO’s Office of Congressional Relations. 


FIRST 20 YEARS IN GAO 


Congressional Assignment 


In late 1957, I was selected by the 
regional manager to assist the Senate 
Labor Rackets Committee. That as- 
signment gave me the opportunity to 
receive first-rate, on-the-job investiga- 
tive training. Many of my tutors went 
on to important positions in Govern- 
ment: among others, the late Senator 
Robert F. Kennedy. One of my tutors 
was Paul J. Tierney, who served on the 
Interstate Commerce Commission, and 
another was Carmine Bellino, now a 
leading financial investigator for the 
Senate Watergate Committee. 


The assignment with the Senate 
Committee had the routine (tracing 
receipts and disbursements through 
the accounting records), the unex- 
pected (arriving at my temporary 
office in Indianapolis one day to find 
the newspaper reporters demanding my 
comments on a union matter that was 
not under investigation by the Com- 
mittee), and the bizarre (serving a 
subpoena on a union official who, to- 
gether with his two “assistants,” were 
carrying weapons in shoulder holsters) . 


The assignment gave me an under- 
standing of how congressional com- 
mittees function, provided me the op- 
portunity to testify before our elected 
representatives, such as the then Sena- 
tor John F. Kennedy, and gave me the 
opportunity, during my visits to Wash- 
ington, D.C., to meet with officials in 
our own headquarters. 

On June 30, 1958, at the conclusion 
of my testimony and assignment with 
the Committee, the Chairman of the 
Committee, Senator John L. McClellan 
bade me farewell with these words: 
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HA 


ome ° 


Senate Labor Rackets Committee staff. From left, Charles Mattox, Robert F. Kennedy, Paul 


Tierney, Carmine Bellino, and the author. 


“The Chair on behalf of the committee 
personally wishes to thank you for the 
splendid service you have rendered, 
the assistance you have given us, and 
the competency of your work.” 


The friendships and impressions 
made during that assignment have 
endured over the years. For example, 
in 1973 one of the Committee’s investi- 
gators wrote a book “The Fall and 
Rise of James L. Hoffa.” The author, 
Walter Sheridan, saw fit to mention a 
number of us from GAO who con- 
tributed to that portion of the Com- 
mittee’s investigation. 


European Duty 
During my visits in Washington, 
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D.C., I expressed an interest in joining 
our European office. Through the as- 
sistance of John Thornton, director, 
Field Operations Division, and after 
discussion with the then Assistant 
Comptroller General Frank H. Weitzel, 
I was selected to go overseas. 

From the summer of 1958 through 
December 1962, I was assigned to our 
European headquarters office. This 
afforded me the opportunity to reside 
in Paris, France. As many of my GAO 
friends are aware, there is, in my 
opinion, no greater city. 

Overseas duty with our European 
office meant assignments in many of 
the countries in Europe, and in Paki- 
stan, Turkey, Morocco, Libya, and 
Tunisia. 





Perhaps the most challenging as- 
signment was the audit of a claim by 
a British company against the U.S. 
Government in connection with the 
construction of our embassy in Lon- 
don. Our State Department and the 
construction company were unable to 
negotiate a settlement of the cost to 
incorporate 400 changes to the basic 
contract. The company took our Gov- 
ernment to court and GAO was called 
upon to evaluate the reasonableness of 
the contractor’s cost claim. 

The audit team consisted of 12 audi- 
tors or about one-third of the Euro- 
pean office staff. With London as our 
control point, our team worked nights, 
weekends, and holidays to meet a dead- 
line set by the U.S. Court of Claims. 

As a result of that audit, I received 
GAO’s Superior Performance Award 
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based on the recommendation of Lloyd 
Smith, then European Branch director 
and now director of Internal Review. 

So that one does not think that 
European duty is all work, let me 
hasten to add that duty in Spain had 
its lighter moments. During an assign- 
ment in Madrid, we went to the bull- 
fights a number of times, including 
one that resulted in a picture in the 
Paris edition of the New York Herald 
Tribune. 

An overseas assignment also has its 
anxious moments. In Pakistan I awoke 
one morning to find that the govern- 
ment had changed hands. There was 
a tank in front of the hotel to keep 
the peace. On another occasion, I 
arrived at the downtown subway stop 
in Paris, and upon reaching the street 
level, I looked down a row of tanks 


Bullfight incident in Madrid. No one was injured, but there were many surprised spectators, 


including the author in upper right section. 
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and armored personnel carriers. The 
French military was assembled in case 
certain agitators attempted to para- 
chute into Paris from Algeria. 

To close the European chapter, one 
must give credit to the United States 
Steamship Lines. If a staff member will 
take the time, sailing across the ocean 
is an adventure that will not be for- 
gotten. 


Los Angeles Regional Office 


After Europe, my career led to Los 
Angeles. In my 11 years in the Los 
Angeles regional office, I have been 
involved in 33 reports to the Congress, 
12 letter reports signed by a GAO 
official in Washington, and 17 reports 
to Congressmen and to top officials in 
the western part of the United States. 

Assignments bring interesting and 
rewarding experiences far beyond the 
thrill or satisfaction of having “your” 
report issued to the Congress or a multi- 
million dollar accomplishment report 
issued. In late 1962 our audit team 
evaluated the utilization of passenger- 
and cargo-carrying vehicles at a Naval 
air station in San Diego. In subsequent 
years, a segment of that audit was de- 
veloped into a case study and became 
a part of the training program for new 
employees of GAO. 

In early 1964 my overseas back- 
ground provided me with a trip to 
Mexico City to survey the chronology 
of events during the construction of 
our Embassy. In 1965 our audits of 
activities of the Atomic Energy Com- 
mission, which are usually located a 
few miles from Las Vegas, Nevada, 
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took me to an atoll in the Pacific 
Ocean. 

I have been privileged to have been 
associated with a number of audit 
teams which helped break ground in 
the Comptroller General’s desire to 
advise the Congress whether Federal 
programs are meeting their objectives. 
One of GAO's earliest efforts was a 
combination of the staffs of the Los 
Angeles office and Richard Woods, 
assistant director, Resources and Eco- 
nomic Development Division, in a re- 
view of a manpower training program. 
We concluded that the Department of 
Labor program was not meeting the 
congressional objectives. Our report 
was received by the Congress and 
others with great interest. 

In 1966 and 1967 our efforts were 
in high gear as we dealt with the ob- 
jectives of community action pro- 
grams, programs for preschool chil- 
dren, and programs for high school 
boys and girls. Some of these reviews 
carried special recognition for the 
audit teams, and two Superior Per- 
formance Awards for the author. 


An unusual analysis of one of our 
reports to the Congress was carried by 
the press. Our audit team had studied 
the operation of a legal agency funded 
to help the poor. The story in one 
newspaper pointed out that the agency 
violated its grant, while another news- 
paper headlined its story: “Agency 
given clean bill.” 


Such efforts reached their peak in 
late 1967 when Congress directed GAO 
to study the “War on Poverty.” Over 
one-third of our Los Angeles staff 
assisted in the effort, and together with 
the staffs of other regional offices, the 





Washington staff, and consultants, pro- 
duced 60 reports to the Congress in- 
cluding one overall report which is 
considered a classic in the annals of 
GAO. 

Finally, the breadth of my 20 years’ 
experience enabled me to witness a 
“first” recently. We visited the Na- 
tional Aeronautics and Space Admin- 
istration’s Flight Research Center. In 
keeping with Office policy, we had, 
over the years, established a good rap- 
port with officials of the Center, not- 
withstanding that our audit efforts had 
been directed at disclosing problems. 
These officials invited us to watch the 
first flight of an experimental aircraft 
touted as the forerunner of space 
shuttles. 
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Other Activities 


In The GAO Review for the summer 
of 1973, two of our New York regional 
office staff members remind us that one 
very important role of the manager is 
to teach. While the teaching effort is 
best accomplished in the day-to-day 
audit assignments, a staff member can 
do much more to assist others. 

Such efforts started for me in 1957 
when I was asked to spend 3 weeks in 
Washington assisting our new staff 
members. Perhaps the names of a few 
of that class will indicate its quality: 
Gregory Ahart, Manpower and Welfare 
Division director; Louis Lucas, assist- 
ant regional manager, Boston; Domi- 
nic Ruggiero, assistant regional man- 
ager, Los Angeles; and Loy Shuler, 


US ARF : 


MANT IK AARIETTA 


Congratulating the pilot, minutes after he landed experimental wingless airplane at NASA 
Flight Research Center, Edwards Air Force Base, California. 
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General Counsel’s 
Service’s chief. 

Since arriving in Los Angeles, I have 
participated in training programs for 
all levels of staff. For about 2 years 
I served as professional development 
coordinator, staff manager, and re- 
cruiting manager. I have also partici- 
pated in numerous faculty and student 
seminars. My GAO experiences have 
enabled me to speak before Federal 
Government Accountants Association 
and National Association of Account- 
ants meetings and to represent GAO at 
numerous meetings of professional 
organizations. 

My career with GAO has provided 
many opportunities for furthering my 
education and auditing expertise. I 
have benefited from a program at 
Harvard as well as courses sponsored 


by GAO, the Civil Service Commis- 


Legal Reference 


sion, the California Society of CPAs, 
the University of California, the Na- 
tional Contract Management Associa- 
tion, and the International Business 
Machine Corporation. 

As a result of my GAO career, I am 


serving a 4-year term on the Los 
Angeles County-Torrance Civic Center 
Commission. Our commission recently 
completed a $3 million city hall and 
expects to move forward soon on a $9 
million courts building. To round out 
my career to date, I have participated 
with our Los Angeles regional office 
teams in softball, basketball, golf, and 
bowling. 

Hopefully the newer staff member 
has been fitting his or her early ex- 
periences and professional develop- 
ment into the story woven by this 
article. Perhaps many will be able to 
look back at 20 or 30 years of their 
career and find that it has been equally 
rewarding. Yet the width of GAO’s 
responsibilities, including those that 
will come in the future, provides many 
challenges for the author as he con- 
tinues his career. 

One final thought: Skim the Comp- 
troller General’s annual report to the 
Congress; it provides the best avail- 
able recap of what the 5,000 men and 
women of our Office are doing to carry 
out the objectives of GAO. 





ALEXANDER W. KEEMA, Ill 


Campaign Finance Reform: 
Limiting Campaign Contributions 


The Federal Election Campaign Act of 1971 places 
responsibility on the Comptroller General to monitor 
reporting of campaign financial data by Presidential and 
Vice Presidential candidates and their supporting committees. 
The Office of Federal Elections performs this function. 

A number of changes in the act have been proposed in the 
93d Congress. One very significant proposal would place a 
limitation of $3,000 on individual contributions to 


Presidential campaigns. 


Mr. Keema, a “charter” member of the OFE’s auditing and 
investigating staff, undertook the study on which he 
writes while temporarily assigned to the Senate Select 
Committee on Presidential Campaign Activities (the 
“Watergate Committee”) earlier this year to assist the 
Committee in evaluating the proposed limitation and 


certain alternatives. 


This paper represents an attempt to 
quantify and evaluate the probable 
impact on Presidential campaigns of 
the enactment of a $3,000 limit on 
individual contributions to Presiden- 
tial candidates. Such a limit is in- 
cluded in Senate bill 3044 which has 
been passed by the Senate. 

Table A on page 56 shows the total 


receipts of four 1972 Presidential can- 
didates (including all contributions 
and loans, but not including transfers 
received from other political commit- 
tees) and the total receipts which would 
not have been available to their cam- 
paigns had a $3,000 per individual 
contribution limit been in effect dur- 
ing the preelection period. 





Alexander Keema is a staff auditor in the Office of Federal Elections. He has served 
in that Office since April 1972, with the exception of a 6-month interval during which 
he was detailed to the Senate Watergate Committee. Mr. Keema was awarded a 
master of science degree in business finance from California State University in 1971 
and a bachelor of arts degree in economics from the University of California in 1966. 
He served in the U.S. Army Finance Corps during 1967 and 1968 and came to GAO 
from California in August 1971. Mr. Keema served in the Defense Division prior to 
being. assigned to the Office of Federal Elections. 
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Period 


Richard M. Nixon: 
Pre-April 7, 1972 
April 7- 
December 31, 1972 

Total 


George S. McGovern: 


Pre-April 7, 1972 

April 7- 

December 31, 1972 
Total 


Hubert H. Humphrey: 


Pre-April 7, 1972 
April 7- 
December 31, 1972 
Total 
Edmund S. Muskie: 
Pre-April 7, 1972 
April 7- 
December 31, 1972 
Total 


Total 
contributions 
received 


$19,940,000 


43,287,000 
$63,227,000 


$ 728,000 


48,932,000 
$49,660,000 


Table A 


Amount that 
would be lost 
to campaign 
(in excess of 


$3,000) 


$15,516,000 


17,227,000 
$32,743,000 


$ 454,000 


12,794,000 
$13,248,000 





$ 781,000 


4,268,000 
$ 5,049,000 


$ 538,000 


2,934,000 
$ 3,472,000 








$ 1,589,000 


723,000 


$ 554,000 


318,000 





$ 2,312,000 


$ 872,000 


Amount that 
would be 
available to 
campaign 
(Amts. $3,000 


or less) 


$ 4,424,000 


26,060,000 
$30,484,000 


$ 274,000 


36,138,000 
$36,412,000 


$ 243,000 


1,334,000 
$ 1,577,000 


$ 1,035,000 


405,000 


Percent of 
contribution 
lost under 
$3,000 limit 


78% 


40 
52 


62 


26 
27 


69 


69 
69 


35 


44 
38 


$ 1,440,000 











The table is broken down into two 
periods: the period from January 1, 
1971, through April 6, 1972; and the 
period from April 7 through Decem- 
ber 31, 1972. The pre-April 7, 1972, 
figures for the three Democratic candi- 
dates were taken from a Citizens Re- 
search Foundation report entitled 
“Political Contributions of $500 or 
more Voluntarily Disclosed by 1972 
Presidential Candidates.” The pre- 
April 7, 1972, figures for the Republi- 
can candidate were taken from a 
report filed with the Clerk of the House 
of Representatives on September 28, 
1973, by the Finance Committee to 
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Re-elect the President pursuant to a 
court order obtained by Common 
Cause on July 24, 1973. All figures for 
the period April 7 through December 
31, 1972, were taken from reports filed 
by committees of the four candidates 
with GAO, under the provisions of the 
Federal Election Campaign Act of 
1971. 

Table B on page 58 shows the rela- 
tive use and importance of loans to 
the four candidates. 


Evaluation of the Data 


While the data presented in tables 
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Notes to Table A 
The following qualifications should be considered in comparing and drawing inferences 
from the figures in table A. 


1. Incompleteness of pre-April 7, 1972, data. 


The pre-April 7 figures for the Democratic candidates were compiled from contributions 
voluntarily disclosed by the candidates, and do not include contributions of less than 
$500. The total receipts of these candidates for the pre-April 7 period are thus necessarily 
understated while the percentage of receipts lost (in excess of $3,000) is somewhat 
overstated. 


2. Computer aggregation. 


A computer program was used to aggregate the multiple contributions made by many 
individuals to the numerous committees supporting each candidate (such multiple contri- 
butions were usually made to avoid gift taxes). The contributions were aggregated by 
matching the names and addresses of the contributors. Unavoidably some contributions 
were not aggregated due to differences in street names, numbers, middle initials, etc. 
Such differences resulted in the treatment of some multiple contributions by the same 
individuals as contributions by different people. This distortion is reflected in the post- 
April 7 contributions of all candidates. 


Because of this type of distortion, the amount theoretically lost under a $3,000 contribution 
limit would be somewhat understated while the net amount available to the campaign 
would be overstated. 


However, the inability of the computer to distinguish between contributions from indi- 
viduals and those from a man and wife resulted in the treatment of all contributions as 
though they were made by single individuals. This distortion would tend to offset the 
incomplete aggregation problem. 


A sampling of the computer detail indicates that, overall, the total of post-April 7 contri- 
butions of $3,000 or less is somewhat overstated while the total of contributions in excess 
of $3,000 is somewhat understated. 





A and B may be subject to varying 
interpretation, it is clear that a $3,000 
per individual contribution limit would 
have had a very major impact on the 
1972 Presidential campaign. On their 
face the figures show that the Presi- 


dent’s reelection effort would have 
been deprived of over $30,000,000 in 
financing and would have had $6,000,- 
000 less 
campaign. However, the total amount 
of small contributions ($3,000 or less) 
to the two major candidates would have 
undoubtedly been far different had the 
$3,000 contribution limit been in effect 
during the entire preelection period. In 


than Senator McGovern’s 


fact, such a limitation might well have 
altered the outcome of the Democratic 
Presidential primaries. 

The pre-April 7, 1972, contribution 
figures for the three Democratic 
candidates, shown on table A, indicate 
that Senator Muskie had approxi- 
mately twice the funding of his two 
in the early 
Furthermore, because of his front- 


opponents primaries. 
runner status and national recognition, 
he was much less dependent upon large 
contributors than were Senator Mc- 
Govern and Senator Humphrey. Sena- 
tor McGovern, for example, received 
over 40% of his contributions from 


57 





CAMPAIGN FINANCE REFORM 


Table B 


Total 
contributions 


Candidate received 


Richard M. Nixon 
George S. McGovern 
Hubert H. Humphrey 
Edmund S. Muskie 


$63,227,000 
49,660,000 
5,049,000 
2,312,000 


Notes: 


Total 
loans 
received 


$1,249,000 
9,633,000 
1,533,000 
223,000 


Loans as 
Net receipts percent of 
available to total 
campaign contributions 


$62,638,000 2% 
44,451,000 19 
4,585,000 30 
2,198,000 10 


Total 
loans 
repaid 


$ 589,000 
5,209,000 
464,000 
114,000 


As indicated on table B, the four candidates made widely varying use of loans to finance 
their campaigns. To the extent that these loans were repaid, the “Total contributions 
received” figures overstate the amounts that the candidates had available for normal cam- 
paign expenditures. Loans which were not repaid by the candidates’ committees were 
generally forgiven and thus converted into ordinary contributions. 


While the great majority of loans were made to political committees by individuals, a few 
loans were made between political committees. Thus the total loan figures on table B may 


be slightly overstated. 


only four individuals, while Senator 
Humphrey received nearly 60% of his 
contributions in amounts of $25,000 
or more. 

Had a $3,000 contribution limit 
been in effect during the early pri- 
maries, Senator Muskie would have 
had a 5 to 1 money edge over his two 
opponents rather than only a 2 to 1 
advantage. Needless to say, such a 
difference would have drastically 
affected the course of the primary 
campaigns and would have probably 
been reflected in the ultimate results 
at the polls. A $3,000 contribution 
limit in the early Presidential primaries 
would appear to bé clearly to the ad- 
vantage of a nationally known front- 
running candidate and to the disad- 
vantage of his lesser known opponents. 

President Nixon’s campaign re- 
ceived about 78% of its funding dur- 
ing the pre-April 7, 1972, period in 
contributions exceeding $3,000. How- 
ever, both the total receipts during 
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this period and the average size of in- 
dividual contributions were no doubt 
affected by the rush to solicit anony- 
mous contributions prior to the April 
7, 1972, disclosure deadline of the Fed- 
eral Election Campaign Act of 1971. 

In the post-April 7, 1972, period the 
figures on table A show that the Mc- 
Govern campaign generated substan- 
tially more contributions of $3,000 or 
less than did the Nixon campaign. 
However, the majority of small contri- 
butions to both campaigns were raised 
through direct mail solicitations, and 
it is very questionable whether the 
McGovern campaign could have fi- 
nanced such an extensive direct mail 
effort without the aid of early large 
contributors. As the figures show, the 
Nixon campaign had raised 17 times 
what the McGovern campaign had 
raised in contributions of $3,000 or 
less by April 7, 1972. In addition, as 
an incumbent President and an over- 
whelming favorite in the Republican 





primaries, President Nixon had very 
limited spending requirements prior to 
the general election campaign. Senator 
McGovern, on the other hand, required 
large amounts of early money to cam- 
paign in 23 tightly contested primaries. 

This again illustrates the tremendous 
advantage conferred by a $3,000 con- 
tribution limit upon a nationally recog- 
nized front-runner — an advantage 
which is greatly compounded if the 
candidate happens also to be an in- 
cumbent President. 

As table B shows, a great percentage 
of Senator McGovern’s larger contrib- 
utors made their contributions in the 
form of loans (loans are considered to 
be contributions under the Federal 
Election Campaign Act of 1971). Of 
over $9,000,000 in loans made to the 
McGovern campaign, over half were 
ultimately repaid, presumably with 
money later raised through direct mail 
solicitation. Under a $3,000 contribu- 
tion limit this type of temporary fi- 
nancing would be virtually eliminated. 

The Nixon campaign, in contrast, 
raised very little of its money in the 
form of loans zs adequate financing 
was already available through straight 
contributions. Again the front-runner/ 
incumbent advantage is obvious under 
the limitations imposed by S. 3044 and 
other bills. 


Alternate Financing Proposals 


All of the public financing bills in- 
troduced in the 93d Congress im- 
plicitly recognize the need to replace, 
in some way, the political money 
which has traditionally been provided 
by the large contributors. 
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Total Public Financing 


Schemes for total public financing 
of campaigns seemingly solve the prob- 
lems evident in the foregoing analysis 
but at the same time deny to the gen- 
eral public the right to participate in 
the political process by contributing 
to the candidate of their choice. The 
argument is often made that financing 
campaigns through the general tax 
revenue, in effect, forces individuals 
to support with their taxes candidates 
whom they oppose. (President Nixon 
made this argument in his press con- 
ference on March 6, 1974.) 

In addition, prohibiting by statute 
all private contributions or campaign 
expenditures may well prove to be a 
First Amendment 
rights of the citizens. Finally, the ad- 
ministrative problems arising out of 


violation of the 


public financing are immense—de- 
termining what are legitimate uses of 
accountability of 
campaign treasurers, auditing of cam- 
paign expenditures by a _ Federal 
agency, and a host of others. 


campaign funds, 


Assuming that these problems can 
be solved, the great unsolved problem 
which remains is how to weed out the 
“serious” from the “frivolous” candi- 
dates in the primaries. Obviously, if 
all candidates are financed equally we 
are likely to have scores of candidates 
in the major party primaries, many of 
whom are primarily seeking publicity. 


Partial Public Financing 


A number of bills introduced in the 
Senate and the House propose to solve 
the “frivolous candidate” problem by 
means of a matching funds formula for 
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the primaries. For example, the 
Anderson-Udall bill (H.R. 7612) pro- 
poses a $2,500 contribution limit to 
presidential candidates with Federal 
grants matching contributions of $50 
or less contingent on the candidate 
raising a threshold amount of $15,000 
in such small contributions. Frivolous 
candidates would presumably be lim- 
ited by the requirement to raise the 
threshold amount in small contribu- 
tions. 

The above formula appears a rea- 
sonable one. However, as table A re- 
flects, it is precisely in the area of 
raising small contributions that the 
lesser known challenger in the pri- 
maries has the biggest disadvantage 
and the well known front-runner the 
advantage. The front-runner already 
has the broad-based recognition and 
support needed to raise small contribu- 
tions and to match those with Federal 
funds would only amplify that ad- 
vantage by providing additional fi- 
nancing for direct mail appeals. In any 
case, Federal matching of $50 and 


under contributions in the early pri- 


maries is unlikely to inject a great deal 
of money into the campaigns and will 
certainly not replace the rich bene- 
factors who traditionally have pro- 
vided the bulk of the initial organizing 
money for challengers such as Senator 
McGovern and Senator Humphrey in 
the 1972 campaign. 

In addition to the probable ineffec- 
tiveness of the partial Federal financ- 
ing proposal, it is also subject to all 
the administrative problems of total 
public financing. 
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Indirect Public Financing 
Through Tax Credits 


Generating the vast amounts of 
cash required to organize and conduct 
« Presidential campaign without rely- 
ing on large contributors necessarily 
implies broadening the financial base 
upon which campaigns are run. One 
way, of course, is direct public financ- 
ing as discussed above. 


Another way might be by indirect 
public financing through tax credits. 
A $25 tax credit which could be de- 
ducted on a taxpayer’s return, dollar 
for dollar, might provide the vast num- 
bers of small contributors needed to 
replace the large donors. The $25 
could be contributed in whole or in 
part to any Federai candidates or 
political parties which have legiti- 
mately registered as required under 
the current Federal Election Campaign 
Act of 1971. Such contributions would, 
in effect, be a form of public financing 
since the contributor’s taxes would be 
reduced by the amount of his contribu- 
tion, but the system would not include 
the objectionable aspects of other pub- 
lic financing schemes. There would not 
be the administrative problems in- 
volved with a federally administered 
voucher system; i.e., defining proper 
use of Federal appropriations, audit- 
ing of campaign expenditures, and the 
like. In addition, no complicated thresh- 
old formulas would be required, and 
the taxpayers would have a choice as 
to which candidates they choose to 
support with their tax money. 


A 50% tax credit is now allowable 
for political contributions up to $25 
under title VII of the Revenue Act of 





1971 (Public Law 92-178). Title VII 
could be amended extending that 
credit to 100%. 

A 100% individual tax credit would 
be somewhat analogous to the present 
$1 income tax checkoff system except 
that it would give the taxpayer a 
choice of which candidate(s) or party 
to support. Presumably, not all tax- 
payers would participate in a tax 
credit system as evidenced by the rela- 
tively low rate (14%) of current par- 
ticipation in the tax checkoff system. 
However, if only 10% of the taxpayers 
participated, this could represent up to 
$300,000,000 in new financing for 
Federal candidates at all levels. Con- 
trols over total campaign spending 
could be provided simply by raising or 
lowering the allowable tax credit. 

In order to promote wide participa- 
tion in a Federal tax credit system, the 
Congress could provide funds for a 
public educational campaign. Ulti- 
mately, instead of political candidates 
having to spend vast amounts of 
money to locate likely supporters and 
convince them to contribute, we may 
have a system where millions of aver- 
age people are actively seeking out 
candidates of like mind to whom they 
can make their “free” $25 contribu- 
tion. Such a system would surely in- 
volve much greater numbers of aver- 
age citizens in the political process 
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than now participate and could sub- 
stantially reduce the fundraising costs 
of campaigns. 

A $25 tax credit in itself would not 
automatically equalize the financing of 
Federal campaigns or eliminate the in- 
herent advantages of incumbency 
(name recognition, franking privilege, 
etc.). However, the incumbent advan- 
tage in fundraising (the ability to ob- 
tain large donations from special inter- 
wealthy friends, etc.) 
might be substantially reduced by en- 
acting contribution limits like those 
proposed in S. 3044 and H.R. 7612. The 
elimination of large contributors and 
contributions would force all candi- 
dates, incumbent and challenger alike, 
to appeal to the general public for the 


est groups, 


major share of their campaign financ- 
ing requirements. A $25 tax credit 
would help to promote the broad pub- 
lic participation needed to meet those 
requirements. 

Under such a system, the winner of 
an election would owe his victory, at 
least in financial terms, more to his 
small contributors than his larger 
ones. While this would not necessarily 
guarantee against corruption and fav- 
oritism in public office, it would surely 
represent a substantial improvement 
over the traditional system of financ- 
ing political campaigns in America. 
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Determination of Legislative Intent 


An essential component of all GAO audit work is to 
ascertain the intent of the Congress as to the purposes, scope, 
and objectives of the activities being examined, the manner 
in which those objectives are to be conducted and financed, 
and the extent of authority and responsibility conferred 
upon the performing agency. Ascertaining congressional 
intent often requires research into legislative history. 


This article provides a quick overview of what legislative 
history is, how it is made, and how it is found. 


“What’s the bill number?” 

“Has it been reported?” 

“Who introduced it?” 

“Did the President veto it?” 

“Can they override?” 

“Is the Commission administering 
section 3 of the Civil Service Retire- 
ment Act in the manner intended by 
the Congress?” 

“Is my constituent entitled to a pen- 
sion under provisions of title 38 of the 
United States Code?” 

This legislative lingo is the language 
of government in Washington. 

Nowhere are these kinds of ques- 
tions more illustrative of the daily 
work and concerns of Government em- 
ployees and officials than in GAO. 

We all recognize that GAO and the 
Comptroller General work for the Con- 
gress and not the executive branch. 
Thus, when we undertake the task of 
interpreting legislative history, we are 
in a particularly specialized relation- 
ship with the Members and committees 
of Congress. 
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All of us—auditors, management 
analysts, statisticians, and lawyers 
alike—have a common responsibility 
whatever our particular professional 
capability, because we all have the 
task of interpreting laws in connection 
with GAO’s responsibility to determine 
whether the executive branch is ad- 
ministering laws and spending appro- 
priations in accordance with the intent 
of the Congress. 


Statutory Construction 


In theory, the starting point for 
analyzing statutory language is to use 
the “clear meaning rule.” As often 
stated, the rule holds that it is im- 
proper to look beyond the words of 
the statute to ascertain their meaning 
if they are clear and unambiguous. In 
whether 
guage is clear, two paramount rules of 


determining statutory lan- 


statutory construction come into play: 
that the phrase or section is to be con- 





strued as a part of the entire statutory 
scheme and harmonized with every 
other part or section and that effect 
should be given to every word, clause, 
and sentence of the statute so that no 
part will be rendered inoperative or 
ineffective. 


Although the rule is subscribed to in 
concept, it fails as a particularly use- 
ful tool for, as Mr. Justice Frankfurter 
explained with particular reference to 
statutes: 

Unlike mathematical symbols, the phrasing 
of a document, especially a complicated 
enactment, seldom attains more than approx- 
imate precision. If individual words are 
inexact symbols, with shifting variables, their 
configuration can hardly achieve invariant 
meaning or assured definiteness. Apart from 
the ambiguity inherent in its symbols, a 
statute suffers from dubieties. It is not an 
equation or a formula representing a clearly 
marked process, nor is it an expression of 
an individual thought to which is imparted 
the definiteness a single authorship can 
give. A statute is an instrument of govern- 
ment partaking of its practical purposes but 
also of its infirmities and limitations, of its 
awkward and groping efforts.’ 

We leave to academic argument the 
theoretical problem of whether a legis- 
lature, composed of people with vary- 
ing intentions, can have a collective 
intent, for it is generally accepted that 
statutory language is properly to be 
construed in light of the intent of the 
legislature in enacting the provision. 
When language is ambiguous and may 
have various meanings, an examina- 
tion of the legislative intent is partic- 
ularly useful for it may circumscribe 
the limits of meaning that may be 


1F. Frankfurter, Some Reflections on the 
Reading of Statutes, 47 Colum. L. Rev. 527, 
528 (1947). 
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legitimately ascribed. The -resource 
materials for inquiry into statutory in- 
tent may be categorized as intrinsic 
or extrinsic. Intrinsic aids derive their 
meaning from the internal structure | 
of the text of the statute, while ex- 
trinsic aids are the information which 
comprises the background of the text. 


Intrinsic Aids 


The intrinsic aids for determining 
the legislative intent behind particular 
statutory language are commonly re- 
ferred to as the canons of construction. 
Among the more useful canons are: 
specific provisions’ control over gen- 
eral provisions, the mention of one 
thing implies the exclusion of another, 
and penal statutes are to ke strictly 
construed. 


It is not the purpose of this article 
to provide a substantive discussion of 
the canons of construction. We will let 
it suffice to say that they do exist and 
can be quickly found in the well-in- 
dexed and well-annotated treatise by 
J. G. Sutherland, entitled “Statutes 
and Statutory Construction” (4th ed. 
rev., C. D. Sands, 1972), which is 
available in the GAO library. 


There are two important things to 
be recognized about the canons. First, 
they are not rules of law in the ordi- 
nary sense but aids to understanding 
the use of statutory language that 
amount to little more than generaliza- 
tions of experience and probability as 
to the legislative use of language. They 
are easily susceptible of abuse, for one 
can find a canon to lead to most any 
result. To give them undue weight may 
well defeat rather than reveal the 
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Attorney Leslie L. Wilcox (seated) surrounded, left to right, by attorneys Victor B. God- 
dard, Douglas Faulkner, and Brian Harris in the treatise alcove of the library to find what 


“Sutherland” says on statutory construction. 


legislative intent. Secondly, use of 
most any of the canons generally leads 
one to the extrinsic aids, as most carry 
the caveat that the particular canon 
should not be used if its application 
will lead to a result contrary to the 
intent behind the statutory language. 


Extrinsic Aids 


Resort to the extrinsic aids is gen- 
erally the best way to insure that a 
statutory provision is correctly inter- 
preted. Although there are several ex- 
trinsic sources of insight into legisla- 
tive intent behind particular statutory 
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language, including the long-time in- 
terpretation of the particular language 
by the agency charged with its admin- 
istration related 
statutes and public policy, the most 
reliable source, and that which can 
most appropriately and effectively be 
used by our audit staff in particular, 
is the legislative history behind the 
particular enactment. 


and reference to 


How Legislative History is Made 


Legislative history usually begins 
with the introduction of bills or joint 





resolutions in the Congress. Within the 
constraints of the rules of each House 
of Congress, the subject matter of bills 
and resolutions is virtually unlimited. 
A glance in the Congressional Record 
at the measures being considered or 
introduced on any given. day will dis- 
close a fascinating array of the con- 


cerns of the American people on whose 


behalf their representatives introduce 
legislation. 


Though the subject matter of legisla- 
tion may be unlimited, the chances of 
enacting into law any of the thousands 
of bills introduced in each Congress is 
as minimal as the subject matter is 
limitless. For example, of the 22,969 
bills and joint resolutions introduced 
in the 92d Congress, only 607 were 
enacted into public law. 


The Committee System 


As the Houses of Congress are orga- 
nized by the majority party, so are 
the committees. It is generally ac- 
cepted that the committees are the 
working organisms of the Congress, 
since it is only through organization 
on a subject matter basis that individ- 
ual members can combine to work 
their will on bills or resolutions. 
Though members of committees all 
play their individual roles in the 
legislative process, it is usually the 
chairman who has the power to decide 
which bills referred to his committee 
have any chance of eventually carry- 
ing the words “Act” or “Public Law.” 

Hearings on bills provide a useful 
indication of the source and strength 
of support of any particular legisla- 
tion, although, as will be discussed 
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further, records of hearings must be 
viewed with great discretion as a 
source of reliable legislative history. 

As the subject matter of legislation 
that may be introduced is almost limit- 
less, so also is the right of any individ- 
ual to testify on any particular meas- 
ure, whether in support or opposition, 
limitless. Except in investigative hear- 
ings where testimony is under oath, a 
witness before a congressional com- 
mittee can say practically anything he 
or she likes—unless the chairman of 
the committee or subcommittee re- 
strains the form of expression or the 
length of testimony. But, because mem- 
bers realize the importance to the wit- 
ness of having a place to tell his story 
and the importance to the Congress of 
knowing public opinion, committees 
are generally very tolerant of the ap- 
pearance of witnesses, however little 
their expertise on the subject matter 
of legislation may be. 

The next step toward enactment of 
a bill is that of being reported from 
the committee. Again, the committee 
chairman is all powerful in this proc- 
ess. Whether or not Senator X’s bill 
ever appears on the committee agenda 
for discussion in executive session and 
is subsequently reported to the floor is 
largely for the chairman to decide. 


The Floor 


Of the minority of bills introduced 
that reach the stage of being reported 
to the full body, majority party lead- 
ers who schedule what will go to a 
vote must determine whether they are 
ever debated or even considered. 

Once reaching the floor, a bill is 
again “managed” by the committee 
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chairman. This is nearly always the 
case with major legislation, although 
a chairman may, for various reasons, 
decide to abdicate his role as floor 
manager to another member of the 
committee. 

During floor debate on legislation, 
the statements of the floor manager 
and known proponents of the bill 
carry the most weight as to the intent 
of otherwise obscure language. 


If the bill Senator X or Congress- 
man Y introduced at the beginning of 
the session finally gets through one 
House, then, of course, it must be 
nursed through a similar maze of pro- 
cedures in the other—with the added 
difficulty that the proponent on one 
side of Capitol Hill will have to de- 
pend largely on a colleague on the 
other side to insure success there. 

When, finally, a bill has become an 
act and is approved on both sides of 
the Capitol, it still may have a long 
way to go if the House and Senate 
versions disagree. This is particularly 
the case with major legislation on 
which there are sharply diverging 
views, such as the Federal Election 
Campaign Act and the various civil 
rights acts and amendments to them. 
On such measures it is necessary to 
convene a conference committee, made 
up of majority and minority members 
of the originating committees and 
selected by, of course, the chairmen. 
Sometimes no serious or fundamental 
disagreement separates the views of 
the two Houses, and a single meeting 
of a conference committee can dispose 
of the differences and the measure can 
be speedily approved, as reported from 
conference, by both Houses. 


66 


Often, however, the differences are 
matters of deep and important con- 
cepts of principle and it is exceedingly 
difficult to reconcile different versions 
of the legislation. In that case the con- 
ference committee may meet many 
times and patiently disentangle the 
varying positions and at last come to a 
conclusion the committee can recom- 
mend to each House. It sometimes 
happens that no agreement can be 
reached and the bill never becomes 
law. Or it may happen that one House 
or the other, or both, may refuse to 
accept the compromise of the confer- 
ence committee and the bill dies—per- 
haps to be resurrected in the next 
Congress. 


But if the bill survives conference 
and approval of the conference report, 
it is still not a public law. Down at the 
other end of Pennsylvania Avenue, the 
President will have the bill to sign or 
veto. We all know from recent experi- 
ence that, when the President and the 
majority of the Congress are in funda- 
mental disagreement on matters of 
policy, a Presidential veto can undo 
months of legislative perseverance and 
that it is rare to find the Congress able 
to muster the necessary two-thirds 
vote of each House required to over- 
ride a veto. 

Now, if the bill that was introduced 
long ago has finally become the law 
of the land, we will have the legisla- 
tive history to study when we must 
determine as exactly as possible what 
the Congress meant when it enacted 
a piece of legislation. Appreciation of 
some of the political reasons for the 
existence of the law and knowing 
something about the machinery which 





produced it are preconditions for find- 
ing the elusive legislative intent. 


How To Determine Congressional 
Intent 


The legislative history of a statute 
is the entire body of information be- 
fore the Congress at the time the 
statute in question was enacted. This 
is evidenced by reports made by com- 
mittees in charge of the legislation, 
hearings held by those committees, re- 
marks made in the House or Senate 
during floor debate, and recorded ac- 
tions of the Congress and the President 
relating to the measure. 


The Senate and House committee 
reports contain the findings of fact 
and the analyses and recommendations 
of the committees in charge of the 
legislation. If the measures approved 
by the House and the Senate disagree, 
a conference report will explain how 
the disagreement was resolved. 


The debates are contained in the 
Congressional Record. The Congres- 
sional Record will also report the in- 
troduction of or amendments to all 
bills or resolutions and may contain 
the text of bills, resolutions, commit- 
tee reports, and Presidential messages. 
It is published after each daily session 
of the Congress and is permanently 
bound and paginated at the end of 
each session. 


Transcripts of hearings held by a 
committee on a bill or resolution con- 
tain the statements of interested parties 


concerning the proposed legislation. 
However, the transcripts are printed 
only at the request of the committee* 
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and therefore may not always be avail- 
able. 

A listing of all actions taken on a 
measure can be obtained from the 
“History of Bills and Resolutions.” 
This is a part of the Congressional 
Record Index, which is issued about 
every 2 weeks and permanently bound 
with the Congressional Record at the 
end of each session. The “History of 
Bills and Resolutions” lists under the 
applicable bill or resolution number 
references, by page, to floor action, 
debates, House and Senate reports, 
conference reports, and Presidential 
action. 

In searching a legislative history for 
the meaning of a particular provision, 
the researcher must not only locate 
statements which will in differing de- 
grees explain the provision but must 
also determine what value or weight 
may be accorded to any particular 
statement. There is conflict among 
authorities concerning the value or 
weight which may be properly ac- 
corded to a particular source of legis- 
lative history, and circumstances sur- 
rounding statements within a source 
may greatly affect the reliance which 
may be placed on a particular state- 
ment. The following comments outline 
the general value of particular sources 
of legislative history and a procedure 
for most efficiently locating pertinent 
information in legislative histories. 

The best place to start in research- 
ing a legislative history is with the law 
itself. The United States Statutes at 
Large is a chronological arrangement 
of the laws exactly as they have been 
enacted and provides a permanent col- 
lection of the laws of each session of 
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Antoinette Friedman, Attorney, left, and James E. Masterson, Assistant General Counsel, 
right, use the raw material of a legislative history to find the answer to a legal problem. 


the Congress. No attempt is made to 
arrange the laws according to subject 
matter or to show the present status 
of an earlier law that has been 
amended. However, the number that 
was assigned to the bill or joint resolu- 
tion at the time that it was first intro- 
duced is shown in the Statutes at 
Large in the margin next to the enact- 
ing clause of the bill. This number is 
essential to successfully tracking down 
all the history of a particular statute. 

After identifying the bill number, 
the next step is to locate the reports of 
the House and Senate committees on 


that bill. The section-by-section anal- 
ysis contained in the committee re- 
ports is the most fruitful and authori- 
tative part of the legislative history. 
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This analysis contains the committee’s 
explanation of the language presented 
for floor action. If the language as re- 
ported by the committee is identical 
to the language as finally enacted and 
the analysis and floor action on the 
section adequately explain its mean- 
ing, the search for legislative history 
need go no further. 

Often, however, the section as orig- 
inally reported from the committee is 
amended before enactment and the 
reason for the change must be located. 
It speeds research to look to the lan- 
guage that was first reported in the 
second body to consider the measure. 
If that language is the same as re- 
ported by the committee in the first 
body, the change occurred in the sec- 





ond body either in debate on the floor, 
or, if a conference was held on the 
measure, in conference. If the language 
first reported in the second body is not 
the same as reported by the committee 
in the first body, then the change was 
made in debate on the measure in the 


first body. 


If acceptable legislative history is 
not found in the section-by-section 
analysis, then the rest of the commit- 
tee reports should be scanned. If no 
answer is found in the committee re- 
ports, then it is necessary to look to 
the floor debates. 

Although floor debates may aid the 
determination of legislative intent, the 
researcher should be cautious as to 
the value he accords statements by in- 
dividual Members of Congress. A 
number of Members of Congress may 
speak on a bill prior to its enactment, 
but the greatest reliance for the pur- 
pose of determining legislative intent 
should be placed on the words spoken 
by the members of the committee 
which reported the measure to the 
floor. It is generally accepted that the 
committee spokesmen afford the most 
acceptable history. 

If the legislative history still has 
not yielded the congressional intent, 
one may need to resort to hearings 
held on a bill. Hearings are a valuable 
source of information for the Con- 
gress in enacting legislation and, as 
such, play an important role in the 
legislative process. However, the use- 
fulness of hearings for legislative his- 
tory purposes will vary greatly from 
one hearing to another. Furthermore, 
authorities disagree on the value that 
may be accorded hearings in determin- 
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ing legislative intent. A single state- 
ment by one witness, regardless of his 
importance or competence, should not 
be solely relied upon as a basis for 
congressional action. A witness before 
the committee is a spokesman for a 
particular point of view. That spokes- 
man’s point of view may or may not 
have been subscribed to by the Con- 
gress in acting on the measure. 

In addition, hearings are often very 
voluminous and locating statements 
pertinent to a particular issue can be 
a very difficult task. A method that can 
save considerable time is to identify at 
the outset the person most likely to be 
the one responsible for the inclusion 
of the matter being researched. A list 
of all the witnesses and their capacities 
before the committee is usually printed 
in the hearings. Once this individual 
is identified, it is a simple matter to 
check the index for his testimony and 
proceed from there. 

Although the foregoing involves re- 
search of a simple legislative history, 
the procedure is the same for more 
complex searches. A more difficult re- 
search task is presented by a provision 
which the legislative history indicates 


has been carried forth from previous 
bills that were not enacted. In this 


case the meaning of the language may 
have to be traced to the legislative his- 
tory of the bill in which the language 
first appeared. 

A similar research problem is pre- 
sented by a provision—usually in an 
appropriation bill—that has been in 
the law for a number of years. Usually 
the explanation of the provision may 
be found in the history of the enact- 
ment that first used this language. The 
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quickest way to locate the appropriate 
legislative history is to trace the sec- 
tion back through the Statutes at 
Large. When the place where the lan- 
guage first appeared has been located, 
note the bill or resolution number and 
research its history. However, in these 
cases, the diligent researcher must re- 
member that, although language used 
by one Congress usually means the 
same thing to other Congresses—that 
is not always the case and a subse- 
quent Congress may have intended a 
different interpretation of the same 
language. 

Another common problem arises 
when a Senate or House bill is substi- 
tuted for a companion bill that was 
originally introduced in the other 
body. Much of the legislative history 
will be found by reference to the pro- 
ceedings on the bill not adopted. The 
chronology in the “History of Bills 
and Resolutions” will supply the infor- 
mation sought because all bills and 
resolutions for the session are included 
in the “History of Bills and Resolu- 
tions,” regardless of whether or not 
they were enacted. 


GAO's Legislative Digest Section 


GAO staff members in Washington 
are most fortunate to have for use 
complete legislative histories of most 
of the enactments with which they will 
be concerned. The Legislative Digest 
Section has on file legislative histories 
of enactments starting with the 68th 
Congress. In recent years the Section 
has compiled histories of every public 
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bill that has been introduced. Included 
in those histories are copies of all the 
source materials herein discussed, to- 
gether with related news reports from 
magazines and newspapers. 


It is common knowledge among peo- 
ple who work with legislative histories 
that our histories are among the best 
in Washington. It should be added 
that, in the form presented, much of 
the material that is included in those 
histories is virtually unobtainable 
from other sources. Thus, extreme 
care should be taken in using them. If 
it is necessary to take any document 
from the histories, and this should 
only be done to make additional 
copies, take pains to replace the docu- 
ment in exactly the same sequence as 
it was found. Also, please remember 
that legislative history files are avail- 
able only to GAO personnel. We might 
wish to be generous with our friends 
who do not work for GAO, but, in the 
best interests of the Office and those it 
serves, we cannot risk damage or loss 
of this treasured resource by others 
who may not recognize its importance. 


A final word about the Section’s 
staff. These people know their jobs as 
well as any group in GAO. They can 
be most helpful and they welcome the 
opportunity to assist audit staff mem- 
bers in any way they can. 


Knowledge of legislative history is 
essential in determining whether agen- 
cies of the Government are performing 
as the Congress intends. However, 
many times an interpretation of legis- 
lative history may be the only way to 
make the decisions and recommenda- 
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tions we are called upon to make daily. sential element in the successful per- 
Thus, the ability to examine and in- formance of the responsibilities we all 
terpret legislative materials is an es- share. 


Who Achieves Goals 


Achievement of goals comes through the performance of people. 
People create service; people make profit possible; people produce; 
people control expenses; people persuade, lead, convince; people 
learn about and respond to their community; people have skills, ideas, 
suggestions. In short, people move the business, and it is the potential 
power of individual employees that the supervisor works with. 


Bailey Markham 


“Just Between You and Me,” 
Bell Magazine 
November-December 1973 





FRANCIS LANGLINAIS 


Linear Programing—An Audit Technique 


How linear programing can be used as a 


problem-solving technique. 


Quantitative management techniques 
have been receiving more and more 
coverage in professional publications 
and course materials in business 
schools during the past several years. 
Such techniques as linear programing, 
program evaluation and review tech- 
nique, queuing theory, models, and 
economic order quantity analysis are 
valuable tools for the auditor and have 
a great potential for use by GAO staff 
as well as other auditors. 

These techniques are currently used 
to a limited extent, but their potential 
use is limited mainly by a lack of 
understanding of the techniques and 
how they can be applied to various 
audit areas. As we have found with the 
use of computer-assisted audit tech- 
niques, it is not necessary that the 
audit staff know how to apply quanti- 
tative techniques. Rather, they should 
have the ability to identify potential 
uses for these tools and then solicit the 
aid of a specialist to solve the problem. 

One technique which could be ap- 
plied to many of our reviews is linear 


programing. This tool can be used by 
an auditor to determine whether a 
proper allocation of scarce resources 
had been used to generate the least 
cost product mix to meet specific re- 
quirements. In industry, linear pro- 
graming can also be used to determine 
the mixture of products which will 
generate the greatest profit. 


Several requirements must be met 
before linear programing can be ap- 
plied to a problem: (1) the auditor 
must have an objective which he 
wishes to determine—to minimize 
costs, (2) alternative courses of action 
must be available—one of which will 
achieve the objective, (3) available 
resources must be in limited supply, 
(4) variables in the problem must be 
interrelated, and (5) objectives and 
limitations must be capable of being 
expressed as linear equations or in- 
equalities. These five requirements, al- 
though somewhat technical, are ac- 
tually common sense and should be- 
come clearer when discussed below. 





Mr. Langlinais is a supervisory auditor assigned to the ADP group in the Dallas 
regional office. He received a B.S. degree in accounting from the University of South- 
western Louisiana, and an M.B.A. degree from Mississippi State University. He is a 
member of the Federal Government Accountants Association. 








An Example 


Linear programing could be applied 
in an audit to determine if a govern- 
ment agency has purchased the op- 
timum number of trucks (in terms of 
cost) to haul material from a remote 
site (subcontractor plant, for exam- 
ple) to a distribution terminal. As- 
sume the following: 


1. The agency has the option of 
purchasing two types of trucks 
(A and B) for hauling material 
from the remote site to the ter- 
minal. 

. Type A trucks cost $3,000 and 
type B trucks cost $10,000. 

. The amount of material to be 
carried is 30 tons per day, and 
agency officials state that the 
combination of trucks purchased 
must carry at least this amount 
of material daily. 

. Type A trucks are capable of 
carrying 1 ton of material per 
day, while type B trucks can 
carry 3 tons. 

. One employee is required to 
drive and load type A trucks, 
while type B trucks require two 
employees. The agency has posi- 
tions for 30 such employees. 

. Agency maintenance and park- 
ing limitations restrict acquisi- 
tion to 20 type A trucks and 10 
type B trucks. 


In order to use linear programing to 
solve this problem, the auditor would 
have to first define the variables. In 
this problem, the variables are the 
number of type A trucks to be pur- 
chased (x) and the number of type B 
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trucks to be purchased (y). The next 
step would be to set up a table of 
formulas indicating the objective func- 
tion (in this case, cost minimization) 
as well as the various constraints 
(items 3 through 6 above) which have 
to be considered. The table for this 
example would be as follows: 


Objective function: 


Minimize $3,000x plus $10,000y 
Constraints: 

l. lx + 3y 

2. Ix + 2y 

a < 


30 tons 

30 employees 
20 A trucks 

4, y 10 B trucks 


The function indicates 
that the auditor wishes to determine 
the minimum number of type A trucks 
(at $3,000 each) and type B trucks 
(at $10,000 each) which should be 
purchased to satisfy the requirements 
of the agency. The constraint formulas 
are explained as follows: 


objective 


1. Some combination of type A 
trucks (which can haul 1 ton of 
material per day) and type B 
trucks (which can haul 3 tons 
of material per day) must be 
purchased to haul at least (equal 
to or greater than) 30 tons per 
day. 

. The number of employees re- 
quired to operate type A trucks 
(1 per truck) plus the number 
required type B 
trucks (2 per truck) must be 
equal to or less than 30. 

. The number of type A trucks 
purchased cannot exceed 20. 

. The number of type B trucks 
purchased cannot exceed 10. 


to operate 
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A linear programing solution to a 
problem such as discussed above can 
be solved by either the graphic, alge- 
braic, or simplex method. The latter 
two methods are somewhat complex 


and are usually better solved by an 
operations research specialist either 
manually or by using a computer pro- 
gram. The first method is relatively 
simple and is shown below. 











As shown by the graph, the follow- 
ing was accomplished: 


1. The axes were labeled with the 


variables in the objective func- 
tion (x and y) and values were 
assigned to the axes. 


For each formula, a point is 
indicated on each axis indicating 
the maximum number of each 
variable which could be pur- 
chased assuming that the other 
variable is not purchased. For 
example, in the formula 1x plus 
3y = 30, 30 type A trucks 
would be required to haul 30 
tons of material per day, and 10 
type B trucks would be required. 
The two points are then plotted 
on each axis and a line is drawn 
connecting these two points. For 
the formula x = 20, 20 is a 


limit on the number of type A 
trucks which can be purchased, 
and the constraint line for this 
formula is simply extended from 
the point of limitation. The re- 
maining constraints are plotted 
in the same manner. 


Arrows must then be drawn 
along each line indicating 
whether the line indicates a min- 
imum constraint (such as the 
formula 1x plus 3y = 30) or a 
maximum constraint (such as 
the formula 1x plus 2y = 30). 
For minimum constraints, the 
arrows should point away from 
an axis, while the maximum con- 
straint must point toward an 
axis. 


An area must then be deter- 
mined within which a feasible 
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solution can be obtained. In the 
above problem this solution 
must be along the lines or within 
the boundaries of points A, B, 
C, D, which is indicated by the 


shaded area. 


Since the optimum purchase 
point is at or near the extreme, 
points of the shaded area (points 
A, B, C, or D), the next step 
would be to compute the cost of 
purchase at each point. 


The computations are as follows: 


Point A 
20 type A trucks @ $ 3,000 = $ 60,000 
3.34 type B trucks @ $10,000 = 33,400 


Total $ 93,400 


trucks @ $ 3,000 = $ 60,000 
trucks @ $10,000 = 50,000 


Total $110,000 


trucks @ $ 3,000 = $ 30,000 
trucks @ $10,000 = 100,000 
Total 


trucks @ $ 3,000 = 
trucks @ $10,000 = 


Total 


As indicated above, point A would be 
the least expensive alternative; how- 
ever, it is obvious that this alternative 
is not possible, since it is impossible 
to purchase a fraction of a truck. The 
nearest alternative to point A is point 
E. This alternative provides for: 


18 type A trucks @ $ 3,000 = $ 54,000 
4 type B trucks @ $10,000 = 40,000 


Total $ 94,000 
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The amount of material which can be 
carried per day is 30 tons, the number 
of drivers required is 26, and the 
total trucks purchased is 22. All re- 
quirements are met, since point E is 
within the constraint boundaries. 


The problem discussed above is a 
simple application of linear program- 
ing. Complex problems involving profit 
maximization or cost minimization can 
be solved as well by using these tech- 
niques. The above example could be 
expanded to consider other variables, 
such as employee costs related to each 
alternative. This example, however, 
was kept simple in order to illustrate 
the ease with which such a problem 
can be solved. 


Other Examples 


The following are several more ex- 
amples where linear programing could 
be applied. In a case where an auditor 
has to evaluate an agency or a sub- 
contractor’s choice of ingredients for 
an end product, jet propulsion fuel for 
example, linear programing could be 
a useful tool. In a case with propulsion 
fuel, several ingredients which have 
varying effects on propulsion could be 
available. The different ingredients 
would of course vary in cost and have 
varying effects on the end product. In 
such a case, linear programing could 
be used to determine the least costly 
combination of ingredients consider- 
ing the minimum propulsion require- 
ments for the end product. 


A third example could involve an 
evaluation of the number of different 
combinations of employees necessary to 
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accomplish a certain task, for example, 
the least costly mix of engineers and 
common laborers for a construction 
project. In this example, the output of 
the crews would vary depending on the 
proportion of engineers to laborers. 
Time constraints (minimum period for 
completing the work) could also be 
introduced into this example. Given 
the outputs of the different combina- 
tions of workers and the time con- 
straints for completion of work, the 
auditor could determine the most eco- 
nomical combination for completing 
the job on time. 


A fourth example may involve a 
case where an auditor wishes to eval- 
uate the type of machinery necessary 
for contruction of certain parts (such 
as aircraft parts at a rework facility). 
Various types of machinery may be 
available for the various stages of pro- 


duction, some being more effective 
than others and some requiring less 
manpower. Considering the various al- 
ternatives, some combination would 
provide the least cost alternative and 
linear programing could be used to 
determine this alternative. 


Summary 


In summary, linear programing has 
great potential in reviews performed 
by GAO or any other audit group. The 
requirements for applying such a tech- 
nique are that the auditor must have 
an objective to minimize costs. 


The following must also be present: 
(1) alternative courses, one of which 
will achieve the objective, must be 
available, (2) available resources must 





be in limited supply, (3) variables in 
the problem must be interrelated, and 
(4) objectives and limitations must be 
capable of being expressed as linear 
equations or inequalities. As men- 
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tioned above, the application of linear 
programing and other quantitative 
management techniques in our audits 
is mainly limited by a problem in 
identifying opportunities for their use. 


Accountability 


It is important, therefore, that the legislative auditor carry out his 
responsibility in part by auditing the agency’s system of accountability 
—finding out whether internal audit is on top of its job, whether man- 
agement has the information it needs to prevent cost overruns, whether 
it has the analyses to justify additional funding, and so on. This con- 
cept is fundamental in that it places the emphasis on accountability 
at the point of primary responsibility; namely, the agency head or 


the President. 


Elmer B. Staats 


Comptroller General of the United States 
GAO 50th Anniversary Lectures—1971 





CARL F. BOGAR 


A View From Other Side Via the 
Congressional Fellowship Program 


A Congressional Fellow from GAO on Capitol Hill describes 
his experiences and observations on how GAO could better 


assist the Congress. 


From November 1972 through 
August 1973, I had the privilege of 
observing and participating in the ac- 
tivities of the Congress through the 
Congressional Fellowship Program. 
This was the second year that GAO 
participated in this unique program. 
This article provides some insight into 
my experiences during the program 
and offers some observations on ways 
in which GAO might do a better job in 


assisting the Congress. 


Since the purpose of the program 
was explained in an article by Samuel 
W. Bowlin in the Winter 1973 issue 
of The GAO Review, I won’t dwell on 
this subject. However, a brief refresher 
is probably in order. 


Purpose of the 
Fellowship Program 


The program is sponsored by the 
American Political Science Associa- 
tion and is designed to equip political 


scientists, journalists, and Federal 
agency personnel with a better under- 
standing of the national legislative 
process. Since 1953 the program has 
provided over 500 Fellows a first-hand 


view of the Congress. 


Each year the program includes ap- 
proximately 40 to 50 Fellows. The 
political scientists and journalists 
(about 15) are supported by the As- 
sociation with funds received from 
foundation grants. The remaining Fel- 
lows participate in the program 
through affiliate arrangements. The 
Civil Service employees are supported 
by the Civil Service Commission; 
other affiliate congressional Fellows 
have been supported by the Asia Foun- 
dation, the Commonwealth Fund, and 
the American Friends of the Middle 
East. In addition, the program will 
soon include young medical doctors in 
a special health policy section funded 
by the Robert Wood Johnson Founda- 


tion. 





Mr. Bogar is an audit manager in the Procurement and Systems Acquisition Division. 
He is a graduate of Susquehanna University (B.S. degree in accounting) and has 
been with GAO for 11 years. He received a GAO Meritorious Service Award in 
1966 and is a member of the Federal Government Accountants Association. 








Program Schedule 


The program begins early in No- 
vember with a 3-week orientation pe- 
riod that includes seminars with num- 
erous legislators, executive agency of- 


ficials, and members of the press cov- 
ering a wide range of topics relating 
to the Congress and public policymak- 
ing. During this time Fellows also 
begin exploring individual office as- 
signments. Negotiations are conducted 
by the individual participants with 
congressional offices of their choice. 
Fellows begin work in the House or 
Senate offices in December. They serve 
in each House of the Congress for ap- 
proximately 414 months. A continuing 
series of seminars is scheduled during 
the entire year to supplement the in- 
tern experience. 


VIEW FROM THE OTHER SIDE 


With that brief background, let me 
describe my experiences in the pro- 
gram. 


House Assignment 


One of the more trying times on the 
program is selecting a list of prospec- 
tive Congressmen and then talking with 
them to determine which ones would 
like to have you work for them. I spoke 
with 12 Congressmen or their staffs and 
decided to work for Congressman Ed 
Forsythe of New Jersey. The proposed 
assignments he outlined seemed inter- 
esting and I had a favorable reaction 
to him during our discussions. 

Congressman Forsythe was elected to 
the Congress in November 1970 in a 
special election. He is a member of the 
Education and Labor Committee and 


Representative Forsythe of New Jersey (left) discusses senior citizens’ problem with the 


author. 
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the Merchant Marine and’ Fisheries 
Committee. I had daily contact with 
the Congressman, who has an open 
door policy and would take time to talk 
whenever I requested it. 

The main project I accomplished 
was to examine into the problems of 
senior citizens in the Congressman’s 
district and to propose legislative solu- 
tions to these problems. The project 
took a great deal of time and I was 
completely free to plan and accomplish 
it. In doing this, I made two week-long 
trips to the district and talked with 
many State and local officials and 
senior citizens. On behalf of the Con- 
gressman, I spoke before several senior 
citizen groups and visited senior hous- 
ing communities, convalescent homes, 
and public housing developments. I 
learned first hand the problems of be- 
ing a politician as I attempted to field 
a variety of gripes about “the way 
Washington was being run.” I sum- 
marized my efforts in a report to the 
Congressman, and he is working on 
legislation to deal with the problems 
presented in the report. 

My other duties were primarily to 
handle some of the legislative issues 
that were raised by constituents. This 
included getting information from al- 
most every Federal and New Jersey 
agency, meeting with staff members of 
various House Committees, and work- 
ing with legislative counsel to draft 
bills. The issues I dealt with were var- 
ied and included taxes, flooding along 
certain New Jersey rivers, cutbacks in 
the Office of Economic Opportunity 
programs, food stamp programs, edu- 
cation assistance for migrant worker 
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children, mass transportation, ocean 
pollution, and prescription drug prices. 


Senate Assignment 


In mid-April I switched from the 
House to the Senate and once again 
had to deal with the problem of find- 
ing a new boss. As I recall I talked 
with about six Senators or their staffs 
and with two Senate Committees—the 
Appropriations and Government Oper- 
ations Committees—before deciding to 
work for Senator Ted Stevens of 
Alaska. In my discussions, the major 
thing my potential employers and I 
looked for was common interests. 

The Senator was appointed to the 
Senate in December 1968 by the Gov- 
ernor of Alaska and was reelected in 
November of 1972 for the term ending 
January 1979. Senator Stevens is a 
member of the Appropriations, Com- 
merce, and Post Office and Civil Serv- 
ice Committees. 

He was particularly active during 
my tenure with him in fighting for 
legislation to enable the trans-Alaska 
pipeline to be built. He was a leader in 
the floor debate which led to the suc- 
cessful passage of S. 1081 which advo- 
cated the early delivery of oil from the 
North Slope of Alaska. 

My primary duty for the Senator 
consisted of gathering and organizing 
vast amounts of material on the trans- 
Alaska pipeline and the energy crisis 
in preparation for the Senate debate 
on the Alaska pipeline bill. 

In preparing for the floor debate on 
this issue, which is of primary import- 
ance to Alaska, I wrote speeches, news 
releases, and letters to Members of Con- 
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Senator Stevens of Alaska talks over a project with the author. 


gress and others asking for their sup- 
port and organized the material which 
the Senator used during the 7 days of 
debate on S. 1081. I also handled many 
of the calls to the office from the news 
media and various organizations ask- 
ing for information on the trans-Alaska 
pipeline. 

During the debate in July 1973 on 
the pipeline legislation, the Senator ob- 
tained the privilege of the Senate floor 
for me and | acted as his “data bank” 


of information on the pipeline. Being 


on the floor and making a small con- 
tribution to the floor debate was the 
highlight of my tour with Senator 
Stevens. The icing on the cake was the 
fact that the Senate approved the bill 
and a key amendment introduced by 
Senator Stevens. 


Other Program Benefits 


Aside from the benefits of working 
directly for a Congressman and a Sena- 


81 





VIEW FROM THE OTHER SIDE 


tor, I had the privilege of exchanging 
information with 43 other Fellows—26 
from the Federal Government and the 
remainder from the private sector. 
Three were from foreign countries— 
Afghanistan, Bangladesh, and Great 
Britain. 

Another benefit was the frequent 
meetings we had with Congressmen, 
Government officials, and others. For 
instance, these meetings included open 
discussions with Melvin Laird, then 
Presidential Counselor, Senator Hubert 
Humphrey of Minnesota, and radio 
and television correspondent Joe Mc- 


Caffrey. 


Observations on Ways To Improve 
GAO-Congressional Relations 


The Congressional Fellowship Pro- 
gram was an eye-opening and reward- 
ing experience. The program provides 
the opportunity for a unique, inside 
look at the Congress and its operations. 


What have I learned that would be 
helpful to GAO in its relationship with 
the Congress? Several things come to 
mind. I suppose some of these observa- 
tions have been brought to the atten- 
tion of most of us during our GAO 
careers, but they came into sharp focus 
for me during the Fellowship Program 
and warrant repeating. We need to: 


—lImprove communications between 
GAO and the Members of Con- 
gress on a formal and informal 
basis. 


I have sometimes observed a re- 
luctance on our part to contact 
Members of Congress and clarify 
their present and future needs for 


information. Too much reliance is 
placed on obtaining their views 
second hand through the Congres- 
sional Record and hearings. Much 
important activity of which we 
should be aware takes place that 
does not get recorded in these 
documents. 


—Emphasize dealing with Members 
of Congress on a personal basis. 
One area in which this can easily 
be done is through our response 
to congressional requests. It is im- 
portant that we visit with the Con- 
gressman who prepared a request 
before we start the assignment and 
before we finish it. One Senator 
mentioned that he initiated a re- 
quest to GAO and that he had no 
contact with the GAO operating 
staff until the job was completed. 


Certain important matters, not ap- 
parent in his written request, were 
not covered during the review. 


I know from first-hand experience 
that these requests are often writ- 
ten by congressional staff mem- 
bers who have little knowledge 
about the subject they are asking 
GAO to investigate but, at the 
same time, often have information 
available which would be helpful 


in conducting our review. 


—Give more consideration to the 
timeliness of the information we 
give to Members of Congress. 


While on the program, I initiated 
requests for information from va- 
rious agencies. Admittedly, the 
time frame was sometimes tight, 
but, in some cases, a l- or 2-day 
delay in receiving the information 





rendered it useless. 


—Continuously make the Members 
of Congress aware of what we can 
do for them. 


Unfortunately, some Members, 
and I believe them to be few in 
number, still picture GAO as an 
organization of bookkeepers labor- 
ing over mountains of ledgers. We 
need to change this image. 


What do these observations mean? 
They mean that, without close com- 
munication with Members of Congress, 
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we may not be doing the kind of work 
they want us to do. 


Although some of the above com- 
ments are negative, most Congressmen 
I dealt with held GAO in high regard 
and consider our organization to be a 
valuable arm of the Congress. There is 
no doubt that a continued awareness 
of some of our shortcomings will result 
in improved assistance to the Congress. 
GAO’s continued participation in the 
Fellowship Program should also add to 
the Congress’ understanding of our 
role. 


Declining Responsibility 


Most of the work in the world today is done by those who work too 
hard; they comprise a “nucleus of martyrs.” The greater part of the 
remaining workers’ energy goes into complaining. Employees today 
seldom become emotional about their organizations or its output; they 
are only interested in getting ahead. And many organizations are kill- 
ing their employees with kindness, undercutting their sense of respon- 
sibility with an ever-increasing permissiveness. This is a fatal error, for 
where responsibility ends, performance ends also. 


Vice Admiral Hyman G. Rickover 


Before House Committee on Appropriations 
June 19, 1973 





Comptroller Or Controller? 


Over the years, these terms have 
been used interchangeably and luke- 
warm sometimes 
erupted as to which is correct. The 
term “Comptroller General” was given 
to the head of the General Accounting 
Office by the Budget and Accounting 
Act, 1921. A predecessor official bore 
the title Comptroller of the Treasury. 

The Fall 1973 issue of Armed Forces 
Comptroller carried an interesting arti- 
cle entitled “The Role of the Comp- 
troller (Controller) ?” by Lt. Col. F. R. 
Bowie, USMC (Ret.) which included 
the results of some of his etymological 
research into these two words. Follow- 
ing is an excerpt from this article, re- 
printed here with permission. 


controversy has 


The word, controller, apparently derives 
from the Latin contre-role, or one who 
checks against another. There has been 
some speculation that it was a roll, such 
as a muster roll, payroll, or other docu- 
ment that was checked against. However, 
this seems to be discounted, since the Latin 
antecedent for roll is rotula, diminutive 
of rota, or wheel. It would seem that the 
title originally designated an official who 
checked on other officials; and this would 
appear logical, considering the corruption 
that developed during the later days of 
the Roman Empire. 


When Caesar led his Legions into Gaul, 
he apparently took his contre-role with 
him; for in Ancient French, the word, 
contre-rolle appears. Webster’s Third New 
International Dictionary states that this 
meant “copy of an account, or counter 
register.” It would seem logical, then, that 
the countre-roller was again an official who 
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checked against the accounts of another. 
The French seemed satisfied with the 
spelling, for contre-rolle held forth through 
Middle French. 

It’s hard to believe that a shift in the 
wind could cause the entire English- 
speaking world to misspell a word; but 
it seems that, indirectly, that’s what hap- 
pened. In the fall of 1066, William, Duke 
of Normandy, had assembled a large army 
for the invasion of England but was un- 
able to sail due to unfavorable winds. On 
September 27th, the wind shifted; and on 
the 28th, he crossed the Channel. Harold, 
King of England, meanwhile, had been 
busy repelling other invaders from Nor- 
way and Scotland. When he heard of 
William’s landing, he immediately set out 
on a forced march of some 200 miles to 
engage the Normans, meeting them about 
10 miles NW of Hastings. William won, 
creating the classic example of the feigned 
retreat and subsequent slaughter of the 
pursuing foe; went on to be crowned King 
of England and to build the Tower of 
London. 


Sir Frank M. Stenton, in Anglo-Saxon 
England, stated that Hastings was “one 
of those battles which in rare intervals have 
decided the fate of nations.” It also ulti- 
mately led to the misspelling of controller; 
for within 100 years, the Engish had picked 
up the word. Murray’s “New English Dic- 
tionary” refers to an English publication 
dated 1292 in which the word appears and 
is spelled contre-roullour. The name and 
the game were pretty much still the same 
—the countre-roullour being someone who 
checked on another. This spelling evolved 
into controller and was used widely for 
over 200 years. 

This job of checking on accounts, as 
would be expected, fell on the scribes of 
the day; they were the controllers. As 





seems to be the nature of scribes; they 
sought to improve the status of their posi- 
tions. They reasoned that their title, con- 
troller, was incorrectly spelled, being 
based on the Middle French (MF) verb, 
contre, against. They further reasoned that 
it should derive from the MF verb, compte, 
which meant account or count. Whether 
the scribes felt they knew French better 
than the French, or were trying to change 
the function of the position, is unknown; 
but in any event, they stand guilty of a 
pedantic version of folk etymology. In 
1551, the word, comptroller, appeared in 
another English publication. 

Most etymologists regard the spelling, 
comptroller, as an artificial creation; and 
if the scribes were trying to change the 
profession to one other than “checker,” 
they failed; for in 1780, still another work 
stated: 

‘When the treasurer is taken away, the 
comptroller might as well be taken away 
also, because a comptroller is hardly neces- 
sary where there is no treasurer.’ 

It also seems that even among the con- 
trollers/comptrollers, they couldn’t agree 
on the spelling; for in England, they 
ended up with the Controller of the Navy 
and the Controller of the Stationery Office, 
but the Comptroller General of Patents. 
Even to modern dictionaries, the major 
differentiation between the two spellings 
was that the first meaning of comptroller 
was a keeper of accounts in a royal house- 
hold, while the controller was defined as 
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the chief accounting officer of a large cor- 
poration or business. Perhaps the scribes 
gained some prestige through the ultimate 
association of the comptroller with the 
royal household. 

With the colonization of North America, 
it was logical that offices and titles would 
also immigrate. It seems, however, that 
the early business enterprises did not ini- 
tially grasp the controller concept; for in 
1729, one of the first, if not the first, at- 
tempts at incorporation was made. The 
attempt failed; but in 1732, the same 
group “prayed for the countenance” of the 
Colonial Assembly “in putting them into 
a politic capacity as a society.” (Bradshaw 
and Hull, Controllership in Modern Man- 
agement, Richard D. Irwin, 1949.) The 
offices provided for were: a moderator 
(president), a clerk, and a treasurer. No 
mention is made of a controller at this 
point. 

The Continental Congress, on the other 
hand, first created the Office of Controller 
by the Act of September 26, 1778, replacing 
the Treasury Office of Accounts (estab- 
lished by the Act of April 1, 1776) with 
a Comptroller, Auditor, Treasurer, and 
six Commissioners of Accounts. Through 
the years, the office of comptroller was to 
be reorganized and modified until the 
Budget and Accounting Act of 1921 
abolished the various offices of comptrollers 
and auditors and established the General 
Accounting Office with its Comptroller 
General. 





Proposed Transfer Of GAO’s 
Transportation Audit Functions 


Legislation has been introduced in the Congress affecting the 
powers and duties of GAO. One title provides for transferring 
responsibility for the detailed audit of the Government’s 
transportation payments to the executive branch. 

The following statement prepared by GAO staff members 
explains the background and nature of the proposed change. 


Legislation’ currently pending be- 
fore the Congress would, among other 
things, amend the Transportation Act 
of 1940, authorizing the Director of 
the Office of Management and Budget 
to designate an agency or agencies of 
the executive branch to be responsible 
for the audit and settlement of pay- 
ments for freight and passenger trans- 
portation services performed for Fed- 
eral agencies. 


This audit work is now performed 
centrally in the General Accounting 
Office in Washington, D.C. It is done 
after payment by the agencies to the 
carriers and is the only audit made by 
the Government to determine the cor- 


*At the recommendation of the Comp- 
troller General, Senator Ervin introduced on 
February 19, 1974, two bills in the Senate 
on behalf of himself and Senators Ribicoff 
and Metcalf. S. 3013 is entitled “General 
Accounting Office Act of 1974” and S. 3014 
is entitled “Accounting and Auditing Act of 
1974.” Title VIII (Audit of Transportation 
Payments) of S. 3013 is the subject of this 
statement. Companion legislation (H.R. 12113 
and 12114) was introduced in the House by 
Congressman Holifield. 
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rectness of such charges. The GAO 
audit also includes recovering over- 
charges; settling transportation claims; 
reviewing, evaluating, and reporting on 
the transportation activities of Gov- 
ernment agencies; and assisting the 
agencies to improve their effectiveness 
in these activities. 


What Other Functions Have Been 
Transferred From GAO? 


The detailed transportation rate 
audit is the sole remaining centralized 
audit still performed by GAO. The pro- 
posed transfer of this responsibility is 
in line with the policy that has been 
actively pursued since 1950 to modern- 
ize and streamline the accounting and 
auditing functions of the Federal Gov- 
ernment. The following are major 
changes made since enactment of the 
Budget and Accounting Procedures Act 
of 1950 and other laws which have re- 
sulted in transfers of functions or op- 
erations from GAO, in the legislative 
branch, to the executive branch. 





Discontinuance of Detailed 
Accounting Records in GAO 


Prior to 1950, GAO devoted consid- 
erable effort to keeping detailed appro- 
priation and other accounting records 
for financial transactions of executive 
agencies. This work duplicated similar 
records in the Treasury Department 
and the operating agencies. Following 
the clarification of accounting respon- 
sibilities in the Budget and Accounting 
Procedures Act of 1950, the Comp- 
troller General discontinued GAO’s de- 
tailed accounting operation in 1950 by 
abolishing the Accounting and Book- 
keeping Division, which was then main- 
taining 500,000 ledger accounts. Since 
then the accounting records have been 
kept at the point of primary responsi- 
bility—summary central accounts in 
the Treasury and detailed operating 
accounts in the individual agencies. 


Elimination of Post Office 
Accounting in GAO 


Prior to 1950, GAO performed the 
administrative accounting and report- 
ing work of the Post Office Department 
in a field office in Asheville, North 
Carolina. The Post Office Department 
Financial Control Act of 1950 trans- 
ferred these functions to the Post Office 
Department and made it responsible 
for developing and maintaining its own 
accounting system. As a result of this 
transfer, the GAO Postal Accounts Di- 
vision was abolished—in 1950—and 
900 employees were shifted to the Post 
Office Department. 


Elimination of Check 
Reconciliation in GAO 


Before 1956, Federal checks were 
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paid by the Treasury Department and 
then GAO performed the detailed work 
of reconciling those payments with the 
checks issued. These two operations 
were merged in 1956. GAO discon- 
tinued its reconciliation work and 
since then the Treasury Department 
has paid the checks and reconciled the 
payments as a single integrated opera- 
tion using high-speed electronic equip- 
ment. 


Transfer of 
Indian Tribal Branch 


In 1965, the personnel (43), records, 
equipment, and applicable funds of 
this GAO branch were transferred to 
the General Services Administration. 
For many years, by reason of GAO cus- 
tody of financial records pertaining to 
Indian matters, this branch prepared 
special reports for the Department of 
Justice for use as counterclaims or off- 
sets in connection with suits against 
the United States filed by Indian tribes. 
This operation was transferred to GSA 
under the Federal Property and Ad- 
ministrative Services Act of 1949 as 
being more appropriately an execu- 
tive branch function. 


Federal Salary Tables 


For many years, GAO prepared and 
published salary tables for the infor- 
mation and guidance of Government 
officers and employees concerned with 


preparing, certifying, and paying pay- 
rolls for 


civilian Government em- 
ployees. This function was transferred 
to the Civil Service Commission in the 


executive branch in 1965. 
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Prescribing Standard Forms 


In 1967, responsibility for prescrib- 
ing standard accounting forms relating 
to fiscal operations, formerly carried 
out entirely by GAO, was reassigned 
(by agreement) among those agencies 
having basic responsibilities for the 
areas associated with the forms. As a 
result, this responsibility for prescrib- 
ing a large number of these forms was 
assumed by executive branch agencies, 
including the Treasury Department and 
the General Services Administration. 


Why Is Transfer of 
Transportation Rate 
Audit Proposed? 


As in the case of other operations, 
over the years GAO has greatly im- 
proved the efficiency of its centralized 
audit of transportation payments. Pro- 
cedures have been modernized and 


streamlined and new techniques have 
been devised to efficiently audit the 
large volume of transactions and re- 


lated documents. As a result of these 
improved procedures, the number of 
employees engaged in this work has de- 
clined from 1,100 in 1962 to about 400 
at the present time. Efforts at further 
improvements in efficiency and effec- 
tiveness are continuing. 

The basic reason for proposing the 
transfer of this operation is that by its 
very nature it is a function of the 
almost all of the 
transportation costs of the Government 


executive branch; 


are incurred by executive branch agen- 
cies in the course of carrying out their 
operations. This being the case, the re- 
sponsibility for determining that the 
payments made are technically correct 
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belongs to the branch of Government 
that obtains the transportation serv- 
ices. This is true for all other types of 
services and it should apply to trans- 
portation. 

The detailed transportation audit 
function is simply not consistent with 
the general purposes, objectives, and 
responsibilities of GAO as they have 
been modernized over the past 25 
years. Its primary emphasis is now on 
assisting the Congress in its legislative 
and oversight work and evaluating the 
efficiency, economy, and effectiveness 
of executive agency management per- 
formance. Responsibility for the de- 
tailed audit of transportation expendi- 
tures should be vested in the executive 
branch, subject to overall review by 
GAO in the legislative branch. This 
change would conform this large area 
of Federal expenditure to the same con- 
cept of executive management control 
subject to GAO postaudit that applies 
to all other categories of expenditure. 

It is therefore proposed that the re- 
sponsibility for auditing transportation 
payments and the related settlement of 
claims be transferred to the executive 
branch. GAO would make audits from 
time to time as to how well this func- 
tion is performed as it does for other 
categories of expenditure and opera- 
tions. It would also serve in an appel- 
late capacity to enable carriers to re- 
quest the Comptroller General to 
review executive agency actions on 
their claims. 


What Were The Recommendations 
Of Previous Transportation 
Rate Audit Studies? 


The specialized audit of transporta- 





tion payments was born in the Office 
of the Treasury Auditor for the War 
Department in 1906 when a special 
board was established for the purpose 
of maintaining a central transportation 
tariff file for all Treasury auditors. The 
audit has evolved from that beginning 
to the highly specialized, centralized 
transportation audit performed by 
GAO today. The legislative history of 
laws dealing with the transportation 
audit shows that two main objectives 
have been overriding in all considera- 
tions to date. One was to enable the 
Government to pay its transportation 
bills promptly, without verifying the 
correctness of rates assessed by car- 
riers until after payment. The other ob- 
jective was to eliminate the multiple 
rate audit activities of the Government 
by centralizing the entire responsibil- 
ity. Three major studies of the trans- 
portation audit have addressed these 
issues within the last 18 years. 


The 1955 Hoover Commission on 
Organization of the Executive Branch 
of the Government, Subcommittee on 
Transportation, noted the success of 
AEC and TVA in the preaudit of 
transportation charges. The Subcom- 
mittee felt that the detailed postaudit 
could be eliminated if DOD and GSA 
preaudited military and civil bills, re- 
spectively, combining this preaudit 
with their payment functions. The Sub- 
committee did not address the question 
of transferring the postaudit, however. 


The full Hoover Commission re- 
jected the Subcommittee’s recommen- 
dations, noting that the AEC and TVA 
preaudit was relatively simple, since 
limited types of cargo and routings 
were involved. The diversity of mili- 
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tary and other civil shipments, both 
according to commodities and loca- 
tions, makes the audit a highly techni- 
cal and complex job; the Commission 
believed that preaudit would increase 
payment delays. Also noted was the 
uneconomical duplication of tariff files 
and insufficient supply of qualified 
technical rate auditors which would be 
required. 

The Hoover Commission thus rec- 
ommended that GAO retain the post- 
audit rather than requiring DOD and 
GSA to preaudit transportation bills. 
The question of transferring the post- 
audit was not considered. 


The Joint Agency Transportation 
Study, conducted under the sponsor- 
ship of the Joint Financial Manage- 
ment Improvement Program and com- 
pleted March 6, 1970, was an exhaustive 
and voluminous study which produced 
new concepts and systems designed for 
better conduct of the Government’s 
transportation business and included 
extensive study of GAO’s technical 
audit of transportation payments. The 
report compared alternative methods 
of handling the audit with present op- 
erations and recommended that the 
central GAO audit and settlement role 
be continued. Contingent recommenda- 
dations were that GAO: 


—Continue emphasis on systems de- 
velopment, with the objectives of 
attaining maximum audit cover- 
age through automation. 


—Minimize manual reviews of indi- 
vidual transactions. 

—Continue concern with transporta- 
tion audit development efforts in 
industry and Government, moni- 
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tor the effects of these efforts on 
its postaudit role, and assist agen- 
cies to undertake the audit effort 
wherever this is efficient and eco- 
nomical. 


The Joint DOD-GAO Transporta- 
tion Audit Study, completed in March 
1972, was conceived and undertaken 
to determine the feasibility and desira- 
bility of transferring to DOD the audit 
and settlement of DOD transportation 
payments now performed by GAO. 
This study group concluded, in sum- 
mary, that there was no overall advan- 
tage to DOD or the Government as a 
whole for splitting up the audit this 
way. Therefore, it was not considered 
to be feasible or desirable to effect 
such a transfer. 


This study group also advocated em- 
phasis on the systems approach to im- 
prove the audit function and stated 
that, “If a computerized audit system 
can be developed which would provide 
for the integration of shipping, billing, 
payment, and audit processes, the feasi- 
bility and desirability of transferring 
the audit should be reexamined.” The 
computerized audit system, now par- 
tially in operation, should be fully on 
line by the end of 1975; this will re- 
move the last major obstacle to the de- 
velopment of a fully integrated auto- 
mated system. 


The findings and recommendations 
of these three study groups were con- 


cerned with the rate audit procedures 


and technology available at their re- 
spective times. The situation is rapidly 
changing, however, as a result of con- 
tinuing development of automated rate 
audit systems. 
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When Should the Rate Audit 
Be Transferred? 


It is proposed that the transfer to the 
executive branch be made not later 
than July 1, 1976. By that time GAO 
expects to have completed and fully 
tested a computerized transportation 
audit system. The project is planned 
for piecemeal implementation, so that 
staff requirements will decrease over 
an extended period of time, with the 
final segments to be operational by 


December 1975. 


GAO is currently involved in a study 
with the Military Traffic Management 
and Terminal Services to determine the 
feasibility of producing an ADP tape 
which would permit a computer sort of 
all military bills of lading. The data 
tape would provide a major portion of 
the required input for the computerized 
transportation audit system. It would 
eliminate the need for original trans- 
portation documents to be sent to GAO 
and would be used to streamline and 
facilitate the processing and audit of 
military transportation payments. It is 
estimated that implementation of the 
program will begin in January 1975. 

GAO has also commenced a program 
of spinning off certain carefully se- 
lected portions of the transportation 
audit to the appropriate operating 
agencies because they involve special 
circumstances, such as contract serv- 
ices or computer processing. Examples 
include the Military Airlift Command 
contract payments, civil agency pay- 
ments made at overseas finance centers, 
the Military Sealift Command Govern- 
ment bill of lading traffic, and GSA 
outbound motor 


carrier shipments 





from Federal Supply Service depots. 
The spinoff of other suitable categories 
of the rate audit will be pursued as 
identified and the circumstances are 
appropriate. 

GAO is also studying the feasibility 
of developing and utilizing a formula 
based on fully allocated costs for com- 
puting transportation charges by ADP 
methods on Government freight ship- 
ments. This is a very complex matter 
and a significant departure from the 
long-established freight rate system 
consisting of individual rates, each de- 
signed to serve the needs of a particu- 
lar customer, maintain some marketing 
relationship, or meet some individual 
competitive situation. If it can be de- 
veloped and implemented, this method 
will greatly simplify traditional trans- 
portation billing and audit approaches. 

It should be noted that these proj- 
ects will all contribute to streamlining 
the audit of transportation payments. 
They are necessary in order to develop 
and maintain the audit function at a 
highly efficient level of operation. 
These efforts should be continued re- 
gardless of the agency responsible for 
the audit. 


How Will the Rights of 
GAO Employees Be Protected in 
the Event of a Transfer? 


GAO will strive to fully protect its 
employees’ rights in the event of a 
transfer. The streamlining projects de- 
scribed above will result in a need for 
fewer personnel; however, every effort 
will be made to ensure that normal 
staff turnover from employee-initiated 
separations and retirements will ab- 
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sorb the necessary staff reductions 
without endangering the jobs of those 
who wish to remain. Actually, because 
of a very high retirement rate and the 
dearth of trained transportation audit 
personnel available as replacements, 
GAO believes that it may have some 
difficulty having enough employees to 
do this work in spite of decreasing 
staff needs. 

All agency/employee relationships 
are governed by the rules and regula- 
tions of the U.S. Civil Service Commis- 
sion. Additionally, the pending legisla- 
tion provides that the transfer of per- 
sonnel to the executive branch should 
be without reduction in classification 
or compensation for one year after the 
transfer. Beyond this, GAO’s manage- 
ment recognizes a responsibility for the 
well-being of its employees. 


What Will Be GAO’s Future 
Role in Transportation? 


GAO will continue to have a vital 
role in transportation. It will have con- 
tinuing responsibility for the overview 
of administrative policies, practices, 
and procedures of the executive branch 
or agencies assigned the audit respon- 
sibility. 

GAO would retain some transporta- 
tion audit technicians in order to have 
the necessary expertise to use in this 
review function. These rate technicians 
would be generalists, having experi- 
ence in all transportation modes and in 
all phases of transportation. 

GAO would specifically retain the 
functions of collection, compromise, or 
termination of transportation debts 
that are referred to GAO by other 
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agencies. GAO would also continue to 
render decisions and guidance to dis- 
bursing and certifying officers and 


heads of departments or agencies of 
the Government in advance of payment 


for transportation expenditures, and to 
claimants who request the Comptroller 
General to administratively review set- 
tlements involving questions of law or 
fact. 


How To Use Objectives 


If objectives are only good intentions they are worthless. They must 
degenerate into work. And work is always specific, always has—or 


should have—clear, unambiguous, measurable results, a deadline, and 
a specific assignment of accountability. 


Peter F. Drucker 


In Management (1973) 





The following items from past issues of The Watchdog, the 
monthly newspaper of the GAO Employees Association, 
Carl C. Berger, editor, are republished for the benefit of 


GAO’s present staff. 


Delmore Appointed Assistant 
Director 


February 1956 


John R. Delmore, Audits, has been 
appointed as an assistant director of 
Audits effective January 29. The an- 
nouncement of the appointment, ap- 
proved by Comptroller General Joseph 
Campbell, was made by Ellsworth H. 
Morse, Jr., director of Audits. 

A graduate of Marquette University, 
College of Business Administration, 
Mr. Delmore is a certified public ac- 
countant of the State of Wisconsin. He 
joined the Division of Audits in Au- 
gust 1954 and has been in charge of 
several housing audits since January 
1955. These include FHA, PHA, and 
most of the other constituent agencies 
of HHFA, as well as the National Capi- 
tal Housing Authority. 

Prior to his service with the GAO, 
Mr. Delmore was controller of Henry 
Disston & Sons, Inc. (of Wisconsin). 
Previously he was associated with the 
public accounting firm of Arthur An- 
dersen & Co. in Milwaukee. 


Zuckerman Becomes Assistant 
Director 
February 1956 


Irving Zuckerman was made an as- 


sistant director of the Accounting Sys- 
tems Division of GAO on January 29. 
He will be assigned to the Defense De- 
partment. 

Mr. Zuckerman joined the staff of 
Accounting Systems in September 
1951 and has conducted important sys- 
tems survey work in Japan, Okinawa, 
Formosa, and the Philippines. 

He has performed effective co-opera- 
tive systems developmental work for 
the Division and the Treasury Depart- 
ment and the component agencies of 
the Department of Defense. His partici- 
pation in the development of a new 
financial control system for the Army 
Ordnance Corps has been a particu- 
larly significant contribution to the 
Program to Improve Accounting in the 
Federal Government. 


Smith Blair, Jr. 


March 1956 


Comptroller General Joseph Camp- 
bell today announced the appointment 
of Smith Blair, Jr., as director of the 
European Branch GAO, to succeed 
Charles M. Bailey who will complete 
his 2-year tour of duty as director in 
June 1956. 


Mr. Blair has been in charge of in- 
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vestigative work of the European 
Branch since July 1954 and has been 
with GAO since March 1952. Prior to 
becoming associated with GAO, Mr. 
Blair was with the Federal Bureau of 
Investigation. 

Mr. Blair is a graduate of Washing- 
ton College of Law, class of 1941, and 
is a member of the U.S. District Court 
for the District of Columbia and the 
U.S. Supreme Court. 


Dinner Honoring Frese 
May 1956 


Over 500 government and private in- 
dustry leaders in the field of account- 
ing gathered together to pay honor to 
Walter F. Frese, director, Accounting 
and Auditing Policy Staff, GAO, who 
will serve on a l-year appointment as 
visiting professor in the Harvard Grad- 
uate School of Business Administra- 
tion starting July 1. 

The appointment stems from “the 
mutual benefits to be gained from effec- 
tive relationships between the GAO and 
the nation’s universities and colleges,” 
according to Joseph Campbell, Comp- 
troller General of the United States. 

In his remarks to the dinner group 
meeting at the Mayflower Hotel on 
May 5, Mr. Campbell stated: “In our 
work together, Walter Frese has shown 
himself always a person of utmost 
good taste, in so many ways—never 
taking unto himself the credit for the 
labors and ideas of those under his di- 
rection. 

“Time after time he has reached far, 
in insisting that, not he, but the men 
and women around him, within and 
without cur own office, deserved all the 
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praise for a particular accomplishment 

. a true professional (Mr. Frese) 
knows that in our kind of effort there is 
no place for personal vanity—no room 
for self-glorification at the expense of 
fine and able people.” 

In thanking the assemblage when he 
was presented with a wrist-watch, Mr. 
Frese gratefully noted that he appreci- 
ated the honor bestowed on him, but 
that the credit should go to his asso- 
ciates and to the members of the differ- 
ent agencies that cooperated so whole- 
heartedly. 


35th Anniversary of the 
General Accounting Office 


June 1956 


It is a great privilege to join with 
you in commemorating the 35th Anni- 
versary of the Budget and Accounting 
Act which established the General Ac- 
counting Office. 

During this relatively brief span in 
the life of our Government, GAO has 
acquired high stature and distinctive 
character measured by the public serv- 
ice which it has rendered. This, in turn, 
is a tribute to its loyal and capable 
staff because we know that, in the final 
analysis, an organization is judged by 
the people who make it up. Many who 
have gone before us, as well as the 
present staff, have contributed to the 
maturity of viewpoint upon which our 
present actions are based. 

A review of the impressive record of 
accomplishments in the first 35 years 
suggests a guiding principle for the 
future. Simply stated, it may be said 
that continued progress will require us 
to change as the world around us 





changes and that leadership will be re- 
tained only by those who foresee the 
necessity for changes and accomplish 
them in an orderly manner. It is this 
constant searching for new ideas and 
means of improving our work which 
will continue to keep us in the van- 
guard in our field of endeavor. 

I am deeply appreciative of the part 
that each of you has played as a mem- 
ber of the team in the past. It imparts 
great confidence in our future. 

Sincerely, 

Joseph Campbell 

Comptroller General 

of the United States 


Investigation Duties Assumed by 
CAAD, DAAD 


July 1956 


Effective July 1, the Office of Investi- 
gations no longer continued to exist as 
a separate organizational entity, ac- 
cording to an announcement by the 
Comptroller General Joseph Campbell. 
The duties, work in process, and per- 
sonnel are being transferred to the 
Civil Accounting and Auditing Divi- 
sion and the Defense Accounting and 
Auditing Division, as the work load 
dictates. 


The investigative duties will be car- 
ried out in the respective divisions 
under the general supervision of the 
directors of the divisions. In each divi- 
sion there will be a chief of Investiga- 
tions who will also be an assistant di- 
rector of the division and will be 
responsible to the director for the su- 
pervision of investigative matters. 

Regional offices of Investigations 
and Regional Audit Offices are being 
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consolidated. The combined offices will 
be designated as GAO regional offices. 
In each regional office there will be an 
investigator-in-charge who will be re- 
sponsible to the regional manager for 
the supervision of investigative mat- 
ters. 


Brasfield Assumes Frese’s Duties; 
Krieger—Regional Manager, Chicago 


July 1956 


Comptroller General Joseph Camp- 
bell has announced that Karney A. 
Brasfield, assistant to the Comptroller 
General, will, in addition to his present 
duties, assume the responsibilities of 
Walter F. Frese, as director, A & A 
Policy Staff, during the period the 
latter is on leave of absence. 

Mr. Frese is at Harvard University 
Graduate School as visiting professor 
of Business Administration for the 
year, though he will be available to the 
office on a consulting basis. 

Mr. Campbell, also designated 
Hyman L. Krieger as regional man- 
ager, Chicago regional office, the Field 
Operations Division, effective August 
Ist. 


GAO Far East Branch Set Up 


July 1956 


Comptroller General Joseph Camp- 
bell has announced the establishment 
of a Far East Branch in GAO. 

In accordance with Comptroller Gen- 
eral’s Order 2.35, dated June 14, a Far 
East Branch has been established with 
headquarters in Tokyo, Japan, under 
the supervision and direction of a di- 
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rector responsible to the director of around Japan, Formosa, Philippines, 
DAAD. the Marianas, Cambodia, Laos, Viet 

The Far East area will embrace all Nam, Thailand, and west as far as, 
military activities situated in and and including, Pakistan. 


First Management Scientist 


The first management scientist was that long-forgotten Italian who, 
very early in the Renaissance, invented double-entry bookkeeping. No 
other management tool designed since can compare with it in sim- 
plicity, elegance, and utility. Double-entry bookkeeping and all its 
offsprings and variations is still the only truly universal “management 
science,” the only tool of systematic analysis that every business, and 
indeed every institution, uses every day. 


Peter F. Drucker 
In Management (1973) 





News & Notes 


Due Professional Care 


Included in the Comptroller Gen- 
eral’s auditing standards for govern- 
mental activities, published in 1972, is 
the standard that due professional care 
is to be used in conducting an audit 
and in preparing related reports. 


This standard was initially included 
in the statement of generally accepted 
auditing standards promulgated in 
1947 by the Committee on Auditing 
Procedure of the American Institute 
of CPAs. In 1952 the AICPA published 
the CPA Handbook and the chapter on 
professional standards included an ex- 
cellent paragraph on what due care by 
an auditor means. The Securities and 
Exchange Commission quoted it re- 
cently in an order entered against a 
large public accounting firm and it is 
reproduced here as a reminder to GAO 
staff members of how important this 
standard is. 

On the negative side of care there is 
the avoidance of negligence and the kind 
of laziness that is satisfied with a task 
only partly done or performed by rote in 
a reverie more appropriate to an assembly 
bench than to an audit examination. On 
the positive side there are the requirements 
that each person engaged in an examina- 
tion must be aware of the purpose of 
what he is doing, must understand and 
perform with mental alertness, inquisitive- 


ness, and a sense of responsibility, even 
those tasks which may appear to be rou- 
tine, and must respond diligently by 
further inquiries or examinations to cir- 
cumstances indicating them to be neces- 
sary. The auditor should carry out his 
examination with an attitude of healthy 
skepticism which seeks corroboration of 
explanations offered for matters that have 
aroused questions in his mind, particularly 
when those explanations come from per- 
sons who could have personal reasons for 
diverting further inquiry. Care is required 
even when personal acquaintanceship with 
the client or its employees and their un- 
questioned reputation in the community 
for the highest standards of righteousness 
and probity, may appear to justify com- 
plete reliance on them. In such cases it is 
desirable to keep three facts in mind: 


1. An independent examination is a check 
on representations of management how- 
ever honest and competent that man- 
agement may be, and reliance on man- 
agerial virtues is not a check. 

. Banks sometimes make character loans, 
but there is no such thing as a charac- 
ter audit. 

. Defalcations are nearly always perpe- 
trated by old and trusted employees of 
good reputation. 


GAO Auditor Helps Inspect Food 


A recent inspection at a privately 
operated Washington State grocery 
warehouse resulted in the largest ware- 
house seizure in the history of the 
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Food and Drug Administration. At 
first, the FDA inspector said that he 
did not think the rodent evidence ob- 
served indicated a serious problem. 
However, Christina Stoffel, the GAO 
auditor of the Seattle regional office 
who accompanied him, insisted that 
the evidence indicated a need for a 
more exhaustive inspection. The in- 
spector decided to return to the ware- 
house the next day and make a more 
in-depth inspection. 

This inspection led to seizure of $1.5 
million in food products after FDA 
found thousands of pounds of food 
contaminated by rodent excreta pellets, 
rodent hairs, rodent nesting materials, 
and even one mouse. FDA had in- 
spected this warehouse several times in 
the previous year and found evidence 
of rodent activity; yet it was not until 
GAO accompanied the FDA inspector 
that official action was taken against 
the firm. 

Both as consumers and fellow audi- 
tors, we’re proud of you, Christina. 
Keep up the good work! 


In the National Archives 


Cliff Diehl of the Washington re- 
gional office wrote the following brief 
but interesting account about an off- 
cial visit to the National Archives in 
the March 1974 regional office newslet- 
ter, The Ledger: 


As a result of the 4-day fire at the Military 
Personnel Records Center in St. Louis in 
July 1973, GAO was requested by a member 
of Congress to review fire protection meas- 
ures at all federally owned records centers. 
While we have learned a lot about fire 
safety equipment and procedures there have 
been other side benefits. For example, most 


98 


people think the National Archives is a 
place where only dusty, 200-year old records 
are kept. While this is true to some extent, 
there are many interesting records and arti- 
facts—as we discovered recently. 

Imagine the reactions of the audit staff, 
when on a recent tour we were escorted into 
a security area and shown the rifle used by 
Lee Harvey Oswald in the assassination of 
President Kennedy, the movie camera which 
filmed the tragedy as shown in Life Maga- 
zine, FBI reports on Oswald’s association 
with the Russians, and a section of curbstone 
from Dallas with a possible richochet mark— 
used as an FBI exhibit. While being con- 
ducted through this area it seemed that our 
escort was trying to lead us to the exit, while 
the archivist in charge of the area—probably 
excited at having some “guests”—wanted to 
show us all the “goodies” he had stashed 
away in file cabinets and safes. 

On subsequent tours, we also saw many 
other diverse items, such as pay records for 
soldiers in the Revolutionary War and the 
War of 1812. In another room—which was 
“off limits” we saw something of current 
interest. By looking through a window we 
saw crates on which the following notice 
was posted—“This box to be opened only 
by Richard M. Nixon or H. R. Haldeman.” 

We also found some other interesting and 
informative materials—off in a dusty corner 
in the same room as the Kennedy artifacts 
were the exhibits (books, movies and photo- 
graphs) obtained by the Congressional Com- 
mittee on Pornography. GSA officials ex- 
plained that this data could not be “ex- 
posed” to us as it had no relationship to fire 
safety. 


GAO Performance 


The Chairman of the Senate Com- 
mittee on Agriculture and Forestry, 
Herman E. Talmadge, recently wrote 
to the Comptroller General about 
GAO’s performance in these words. 


While I suppose that GAO is best known 
for its “cops and robbers” activities, such 





as the investigation of the Russian wheat 
sale, I have been more significantly im- 
pressed with the management and evalua- 
tion services which your staff has provided 
my Committee. The indications are that 
these activities will provide the Congress and 
the public with more reliable evaluation of 
agency performance, while improving gov- 
ernment efficiency and saving millions of 
dollars. 


Questions for Alligator Fighters 


George S. Odiorne, Dean of the Col- 
lege of Business and Professor of Man- 
agement at the University of Utah, 
writes on managing bad luck by ob- 
jectives in the Michigan Business Re- 
view for March 1974. He ends his arti- 
cle with some provocative questions, as 
follows: 


“When you are up to your rear end in 
alligators, it is hard to remember that your 
objective is to drain the swamp.” This de- 
lightful saying is the creed of the anti- 
planner. He loves the alligators for they 
force him to remain alert, keep his adrenalin 
flowing, and draw the pity and admiration of 
others. But here are some questions for the 
alligator fighters: 

® Did you enter the swamp-draining proj- 
ect without knowing there were alligators? 
Why? 

© Is there no better way to drain a swamp 
other than wading into it? Perhaps a boat 
would help or an engineering approach. 

@ What have you learned from this experi- 
ence that will make the next swamp-draining 
project more rational, sane, and alligator- 
free? 


Federal Drug Procurement 


In testifying before the Monopoly 
Subcommittee of the Senate Committee 
on Small Business on February 20, 
1974, the Comptroller General, Elmer 
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B. Staats, provided the following esti- 
mate of what the Federal Government 
spends on prescription drugs. 


It is estimated that direct Federal ex- 
penditures and reimbursements for prescrip- 
tion drugs amounted to about $1.6 billion 
in fiscal year 1973—an increase of more 
than $44 million over the expenditures in 
fiscal year 1972. This amount includes about 
$252 million in direct drug purchases by 
Federal agencies and reimbursements of 
over $1.3 billion under federally sponsored 
health programs, such as Medicare and 
Medicaid. 


Views on Exercise 


The Washington regional office news- 
letter for April, 1974, contains the fol- 
lowing commentary on exercise by 


Chip Breen: 


Before anyone rises 45 minutes earlier 
than normally for that exhilarating 3-mile 
Monday morning jog, perhaps we should 
consider the following details unearthed dur- 
ing a recent GAO tour of the U.S. Army 
Research Institute of Environmental Medi- 
cine. The number of incidents of dog bites is 
significantly higher among the jogging set 
than among their better rested colleagues. 
Joggers are more prone to orthopedic in- 
jury. Added to this, the scientific director of 
the Institute refuses to say jogging is bene- 
ficial to the individual jogger. The cholesterol 
level in the blood, a concern of many well- 
rounded executives, cannot be proven to be 
significantly reduced through this maso- 
chism. He also indicated these facts, dog 
bites excluded, can be generalized to most 
forms of exercise. The only consolation is 
he cannot prove exercise is harmful and 
concedes if it makes an individual feel good, 
do it. 


GAO Laws 


The Legislative Digest Section, Office 
of the General Counsel, has available 
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changes and additions through Janu- 
ary 1973 to the publication, “Legisla- 
tion Pertaining to the Functions and 
Jurisdiction of the General Accounting 
Office.” The original compilation of 
laws from 1921 through January 1971 
may also be obtained by calling code 
129, extension 4633 or by writing to 
the Legislative Digest Section, Room 
7016, 441 G Street, NW., Washington, 
D.C. 20548. 


Youth Advisory Committee 


The Youth Advisory Committee of 


GAO, which was reconstituted earlier 
this year, consists of 27 staff members, 
each under 30 years of age and within 
the grade range of GS-7 through GS- 
12. The committee provides a forum 
for young GAO professionals to ex- 
press ideas and opinions on topics of 
interest as well as to make recommen- 
dations to top management for improv- 
ing GAO policies, procedures, and 
work environment. 


The first meeting of the reconstituted 
committee was held in Washington on 


May 2 and 3. 


Members 


Edward A. Tomchick 


Lawrence A. Kiser 


Warren Smith 


Paul D. Lacy 
Marjorie A. Hrouda 


Ronald L. Berteotti 
John W. Lainhart, IV 


Jacquelyn A. Goff 

Charles W. Woodward, III 
Jonathan M. Bensky 
Charles B. Hessler 

Charles R. McCreery 


Procurement and Systems Acquisition 
Division 

Logistics and Communications 
Division 

Federal Personnel and Compensation 
Division 

Manpower and Welfare Division 

Resources and Economic Development 
Division 

General Government Division 

Financial and General Management 
Studies Division 

Office of the General Counsel 

Transportation and Claims Division 

Ist-year rotation pool 

International Division 

Office of Personnel Management, 

Office of Administrative Planning and 
Services, 

Office of the Comptroller General, 

Office of Federal Elections, 

Office of Energy and Special Projects, 

Office of Policy, 

Office of Program Planning, and 

Office of Internal Review 





Martin G. Landry 
Jane E. Whitehead 
Robert C. Wuori 
Terence J. Davis 
Mark J. Ables, Jr. 
Bob J. Jones 

John L. Brummet 
Jerome E. Matzen 
Emi Nakamura 
Ngaire E. O’Connell 
Paul A. Latta 

Paul A. Puchalik 
William M. Zimmerling 
Stephen J. Jue 
Martha L. Moore 
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Regional offices: 


Atlanta 
Boston 
Chicago 
Cincinnati 
Dallas 
Denver 
Detroit 
Kansas City 
Los Angeles 
New York 
Norfolk 
Philadelphia 
San Francisco 
Seattle 
Washington 





Hearings 
& Legislatio 


By JupirH HATTER 
Assistant Chief, Legislative Digest Section 


Export-Import Bank Credits 
Involving Communist Countries 


On April 2, 1974, the Comptroller 
General appeared before the Subcom- 
mittee on International Finance of the 
Senate Banking, Housing and Urban 
Affairs Committee to discuss the GAO 
opinion concerning “national interest” 
determinations made by the President 
under section 2(b) (2) of the Export- 
Import Bank Act, as amended. This 
act prohibits financing by the Export- 
Import Bank (Eximbank) in connec- 
tion with the purchase or lease of any 
product directly by a Communist coun- 
try or in connection with the purchase 
or lease of a product to be used in, or 
sold or leased to, a Communist country 
except when the President determines 
the transaction would be in the na- 
tional interest. 

The General Accounting Office con- 
cluded that the waiver provision of sec- 
tion 2(b)(2) may be properly exer- 
cised only as to individual transactions 
which the President determines to be 
in the national interest and that a 
blanket determination signed by the 
President on October 18, 1972, that it 
is in the national interest for Eximbank 
“to guarantee, insure, extend credit 
and participate in the extension of 
credit in connection with the purchase 
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or lease of any product or service by, 
for use in, or for sale or lease to the 
Union of Soviet Socialist Republics,” 
leaving it to the Bank to pass upon in- 
dividual transactions, did not satisfy 
the waiver provision. 

Opinions by the General Counsel of 
the Eximbank and the Attorney Gen- 
eral conclude that blanket Presidential 
determinations by country meet the 
requirements of the law. (Other par- 
ticipants: Messrs. Dembling, Moore, 
Wray, Zappacosta, and Bowlin) 


Energy Research and 
Development Appropriation 


Congressman George H. Mahon of 
Texas had the following explanation 
of the Special Energy Research and 
Development Appropriation Act, 1975 
(H.R. 14434) when it was debated and 
passed by the House of Representatives 
on April 30, 1974. 


This bill is a unique product of six of the 
subcommittees of the Committee on Appro- 
priations and demonstrates that the House 
through its committee system possesses the 
flexibility and capability to meet urgent situa- 
tions in a timely and responsive manner. 

In consultation with the leadership of the 
House, the Appropriations Committee de- 
cided several months ago that it was im- 
perative to move as quickly as possible on 
energy research and development funding. 





By doing this, money would be available at 
the beginning of the fiscal year on July 1 
so that progress on energy research and de- 
velopment could proceed as rapidly and 
efficiently as possible. 

Also, by providing these appropriations in 
a single bill, rather than in six bills as 
would otherwise be the case, we could gain 
an overview of the thrust of the Federal 
energy research and development effort.’ 


Commodity Shortages 


On April 29 the Comptroller General 
testified before a joint hearing of the 
Senate Commerce and Government Op- 
erations Committees to discuss a GAO 
report, “U.S. Actions Needed to Cope 
With Commodity Shortages.” 

Mr. Staats pointed out that the abil- 
ity to monitor and forecast future com- 
modity positions is essential if poten- 
tial shortages are to be foreseen and 
averted. He also discussed the short 
supply decisionmaking system, the im- 
pact of export controls, the implemen- 
tation of short-supply controls, and 
long-run planning and policy formula- 
tion efforts. (Other participants: 
Messrs. Milgate, Ferri, Wilson, Saw- 
yer, and Griffith) 


Federal Information Collection 


Phillip S. Hughes, assistant comp- 
troller general, appeared on April 24 
at an inquiry into corporate disclosure 
and collection and tabulation of infor- 
mation by Federal agencies held by a 
joint meeting of the Subcommittee on 
Budgeting, Management, and Expendi- 
tures and the Subcommittee on Inter- 
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governmental Relations of the Senate 
Government Operations Committee. 

Mr. Hughes discussed GAO responsi- 
bilities relating to the collection of in- 
formation by Federal regulatory agen- 
cies under section 409 of Public Law 
93-153; commented on disclosures in 
Senate Document 93-62, “Disclosure 
of Corporate Ownership”; and out- 
lined the approach to the GAO review 
of the Federal Trade Commission’s 
Line of Business Report in light of 
these new responsibilities. (Other par- 
ticipants: Messrs. Bell, Heyl, and 
Sperry) 


Foreign Assistance 


On March 25, at hearings before the 
Subcommittee on Foreign Operations 
of the Senate Appropriations Commit- 
tee on the Foreign Assistance appro- 
priation bill for fiscal year 1975, J. K. 
Fasick, director, International Divi- 
sion, highlighted GAO’s recent work 
concerning foreign assistance and de- 
lineated the following questions which 
need continued attention: (1) When 
should congressional assistance be 
stopped? (2) Is the coordination of 
family planning, health, and nutritional 
programs adequate? (3) What im- 
provements are needed in Export-Im- 
port Bank operations? (4) Has AID 
moved expeditiously in using the fixed- 
cost reimbursement approach to de- 
velopment assistance projects? (5) Are 
inconsistencies in overseas allowances 
sufficient to warrant corrective actions? 
(Other participants: Messrs. Hylander, 
Conahan, Duff, Milgate, Redell, Zappa- 
costa, and Blair) 
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Postal Service Operations 


On April 30, before the Subcommit- 
tee on Postal Facilities, Mail and Labor 
Management of the House Post Office 
and Civil Service Committee, Victor L. 
Lowe, director, General Government 
Division, presented a comprehensive 
discussion of the direction and import- 
ance of the Postal Service’s moderniza- 
tion effort and described the results of 
the audit work performed by GAO in 
this area. (Other participants: Messrs. 
Landicho, Anderson, Colan, Ols, and 
Blair) 


Community Mental Health Centers 
Program 


Gregory J. Ahart, director, Man- 
power and Welfare Division, appeared 
before the Subcommittee on Public 
Health and Environment of the House 
Interstate and Foreign Commerce Com- 
mittee on February 19 to discuss the 
results of the GAO review of the Com- 
munity Mental Health Centers Pro- 
gram administered by the National In- 
stitute of Mental Health of the Depart- 
ment of Health, Education, and Wel- 
fare. (Other participants: Messrs. 
Martin, Elmore, Fenstermaker, Neu- 
roth, and Griffith) 


Airborne Warning and Control 
System 


On March 12, Jerome H. Stolarow, 
deputy director, Procurement and Sys- 
tems Acquisition Division, appeared 
before the Subcommittee on Tactical 
Air Power of the Senate Armed Serv- 
ices Committee to discuss the Air Force 
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program for developing and procuring 
the Airborne Warning and Control 
System (AWACS). GAO concluded 
that, in the absence of a high-priority 
need, a conservative management ap- 
proach should be followed and that 
the viability of this concept be well 
established before production is au- 
thorized by the Congress. (Other par- 
ticipants: Messrs. Flynn, Bohan, Des- 
mond, Schwebs, Tuck, Oczkowski, 
Horan, and Fitzgerald) 


Campaign Financing in the 
District of Columbia 


The Subcommittee on Government 
Operations of the House Committee on 
District of Columbia held hearings on 
April 4 on two bills, H.R. 13539 and 
H.R. 12638, concerning public financ- 
ing of political campaigns in the Dis- 
trict of Columbia. L. Fred Thompson, 
director, Office of Federal Elections, 
commented, based on the experience 
of GAO in the administrative enforce- 
ment of the Federal Election Campaign 
Act of 1971, on four general areas: 
full disclosure and centralized cam- 
paign organization, contribution and 
expenditure limits, administration and 
enforcement, and incentives for small 
private contributions. (Other partici- 
pants: Messrs. Litchfield, Scarborough, 
and Blair) 


Labor Department Programs and 
Services for Veterans 


On April 30 Gregory J. Ahart, direc- 
tor, Manpower and Welfare Division, 
appeared before the Subcommittee on 
Readjustment, Education, and Employ- 





ment of the Senate Committee on Vet- 
erans’ Affairs to discuss the results of 
the GAO review of the Department of 
Labor’s program for providing special 
employment assistance to Vietnam-era 
veterans initiated pursuant to Execu- 
tive Order 11598 of June 16, 1971, 
and the Vietnam Era Veterans’ Read- 
justment Assistance Act of 1972. 
(Other participants: Messrs. Henig 
and Walsh) 


Energy Information 


On February 6, Phillip S. Hughes, 
assistant comptroller general, appeared 
before the Senate Interior and Insular 
Affairs Committee at hearings on 
S. 3782, to establish a national energy 
information system. 


His statement summarized the exist- 
ing situation, described current data 
collection processes and problems, fo- 
cused on recent activities in the Fed- 
eral Energy Office and in the Congress, 
and concluded that it would be feasible 
to establish within the executive branch 
an energy information system contain- 
ing current and valid information on 
energy supply and demand. (Other 
participants: Messrs. Peach, Duffus, 
Sawyer, and Griffith) 


Expenditures for Prescription 
Drugs by Federal Agencies 


The Comptroller General appeared 
on February 20 before the Monopoly 
Subcommittee of the Senate Small 
Business Committee to discuss GAO 
work related to procurement of and 
reimbursement for prescription drugs 
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by the Federal Government. (Other 
participants: Messrs. Ahart, Crowther, 
Martin, Collins, Baine, Shnitzer, and 
Fitzgerald) 


Management of HUD-Held 
Multifamily Mortgages 


On March 27 Wilbur D. Campbell, 
associate director, Resources and Eco- 
nomic Development Division, discussed 
for the Legal and Monetary Affairs 
Subcommittee of the House Govern- 
ment Operations Committee the GAO 
report on improvements needed in the 
overall management of HUD-held mul- 
tifamily mortgages wherein it was rec- 
ommended, among other things, that 
the Department of Housing and Urban 
Development issue regulations provid- 
ing uniform guidance to field offices in 
the administration of the mortgages. 
(Other participants: Messrs. Birkle, 
Maranto, Toler, Wolters, Hirschler, 
and Sperry) 


Federal Housing Administration 
Mortgage Insurance Funds 


Baltas E. Birkle, deputy director, Re- 
sources and Economic Development 
Division, appeared on March 26 be- 
fore the Legal and Monetary Affairs 
Subcommittee of the House Govern- 
ment Operations Committee to discuss 
the financial status of special risk and 
general insurance funds administered 
by the Federal Housing Administra- 
tion and the Department of Housing 
and Urban Development and to update 
information furnished at a previous ap- 
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pearance. (Other participants: Messrs. 
Campbell, Sherman, and Sperry) 


Metro Cost and Construction 
Reporting 


Henry Eschwege, director, Resources 
and Economic Development Division, 
testified on April 2 before the House 
Committee on District of Columbia 
concerning the GAO report on the 
Washington Metropolitan Area Transit 
Authority’s system of reporting on the 
status of Metro’s cost and construction 
program. (Other participants: Messrs. 


Kelley, Carroll, Waters, and Blair) 


Radionavigation Systems 


At hearings on Mareh 28 before the 
Subcommittee on Coast Guard and 
Navigation of the House Merchant Ma- 
rine and Fisheries Committee, F. J. 
Shafer, director, Logistics and Com- 
munications Division, summarized a 
GAO study on radionavigation systems 
for general-purpose users with particu- 
lar emphasis on the Coast Guard’s plan 
to serve the navigation needs of the 
maritime community incident to the 
Committee’s consideration of the Coast 
Guard authorization for fiscal year 
1975. (Other participants: Messrs. 
Smith, Bailey, and Griffith) 





GAO STAFF CHANGES 


Frank C. Conahan 


Frank C. Conahan was designated director of the European Branch, Inter- 
national Division, effective August 15, 1974. 


Mr. Conahan received his bachelor of science degree in accounting from 


King’s College in 1955 and attended the Executive Development Program at 
the University of Michigan Graduate School of Business Administration in 
1968. For the academic year 1972-73, he was a member of the Senior Seminar 
in Foreign Policy at the Foreign Service Institute. 


In 1955, Mr. Conahan joined GAO in the former Division of Audits. After 
serving in the Navy from 1956 to 1958, he returned to GAO as a staff member 
of the Civil Accounting and Auditing Division. He transferred to the Inter- 
national Division when it was formed in 1963 and subsequently served as as- 
sistant director, and most recently as associate director. 


Mr. Conahan is a member of the American Accounting Association, the Amer- 
ican Society for Public Administration, and the United Nations Association of 
the United States of America. He received the GAO Meritorious Service Award 
in 1963, the GAO Career Development Award in 1968, and the GAO Special 
Education Award in 1973. 





GAO STAFF CHANGES 


Louis W. Hunter 


Louis W. Hunter was designated associate director in the International Divi- 
sion, effective August 15, 1974. 


Mr. Hunter is a CPA (California). His professional associations include the 


American Institute of Certified Public Accountants, the National Association of 
Accountants, the American Accounting Association, the Federal Government 
Accountants Association, and the California Society of Certified Public Ac- 
countants. 


He received a B.C.S. degree from the Golden Gate College of Business in 
1946 and later attended the University of San Francisco Law School. In 1964 
he completed the Advanced Management Program at the Harvard Graduate 
School of Business Administration. 


He joined the GAO staff in 1952 after several years of public accounting 
experience and has served in the San Francisco regional office and the Euro- 
pean Branch as well as in the Civil Division in Washington. He was designated 
an assistant director in the Civil Division in 1960 and in the International Divi- 
sion in 1964 and an associate director in 1967. He became manager of the New 
Delhi Office, European Branch, in July 1970; was assigned to the European 
Branch Office, Frankfurt, Germany, as an assistant director, in August 1972; 
and was designated director of the European Branch in 1973. 





GAO STAFF CHANGES 


Edward J. Mahoney 


Edward J. Mahoney, deputy director, Financial and General Management 
Studies Division, retired from GAO in March 1974 after more than 30 years of 
Government service. 


Mr. Mahoney has been a member of the faculty of American University 
(1959-66), teaching classes in automatic data processing and systems analysis. 
He has also been a member of the American University Advisory Committee 
for Automatic Data Processing Programs. 


Prior to joining GAO, Mr. Mahoney was engaged in the development and 
implementation of large-scale mechanization programs in both industry and 
government. He has served in GAO since 1948. 


Mr. Mahoney held positions of increasing responsibility in the Accounting 
Systems Division (1948-56), Accounting and Auditing Policy Staff (1956-67), 
Office of Policy and Special Studies (1967-71), and the Financial and General 
Management Studies Division (1971-74). Mr. Mahoney was a member of the 
Joint Government Committee that developed the Federal Government’s electronic 
system for U.S. Treasury check operations, a system that processes over 2 
million Government checks daily. He was also a member of the Hoover Com- 
mission Task Force that studied electronic data processing systems and punched 
card processes in the Federal Government. 


Mr. Mahoney is the U.S. Representative as National Correspondent on the 
subject of Informatics and Public Accounting—International Institute of Ad- 
ministrative Services and a member of the Planning Council of the American 
Management Association, Management Systems and Sciences Division. 





GAO STAFF CHANGES 


John W. Moore 


John W. Moore, associate general counsel (general government matters), re- 
tired from GAO on April 30, 1974, after 32 years of Federal service. 


Mr. Moore joined the former Audit Division of GAO on November 3, 1941; 
transferred to the Accounting and Bookkeeping Division in 1943; and has 
served in the Office of the General Counsel since 1948. He served as an assistant 
general counsel from April 8, 1970, until his appointment as associate general 
counsel on August 20, 1972. In this capacity Mr. Moore was responsible for 
legal work of the Office of the General Counsel pertaining to the availability of 
appropriations and to general Government matters involving all Federal agen- 
cies and the District of Columbia. 


Before entering the Government service, he was the principal of a junior high 
school in Kentucky. Mr. Moore received his B.S. degree from Eastern Kentucky 
University and his LL.B. degree, with honors, from the National University of 
Law, now consolidated into The George Washington University. He also com- 
pleted courses toward an M.A. degree in education at the University of Ken- 
tucky. 


He is admitted to practice before the District of Columbia Bar, the District 
Court of Appeals for the District of Columbia, and the Supreme Court of the 
United States. He is a member of the Federal Bar Association. He received the 
GAO Meritorious Service Award in 1961, 1966, 1967, and 1968. 





GAO STAFF CHANGES 


James H. Rogers 


James H. Rogers, manager of the Philadelphia regional office, retired at the 
end of June 1974 after 32 years of Federal service, of which 28 years were spent 
with GAO and 4 years as a naval officer during World War II. 


Mr. Rogers attended the University of Tennessee and graduated from Rider 
College in 1933. In 1962 he attended the Advanced Management Program of 
the Harvard Business School. 


From 1933 to 1942 Mr. Rogers was employed in the Philadelphia office of 
Lybrand, Ross Bros., & Montgomery (now Cooper & Lybrand). During World 
War II he served in the Navy Cost Inspection Service as a commander and 
ended his Navy career as the officer in charge of their Pittsburgh office. In 
early 1947 he joined GAO’s newly formed Corporation Audits Division where 
he supervised many large audit assignments such as the Tennessee Valley 
Authority. In January 1952 he was assigned as the first supervisor in charge of 
the new comprehensive audit program at the Department of the Interior. In 
December 1956 he was appointed the regional manager of the Philadelphia office. 


Mr. Rogers is a certified public accountant in Pennsylvania and Tennessee. 
He is a member of both the American and Pennsylvania Institutes of CPAs. In 
1960 he was national first vice president of the Federal Government Accountants 
Association. 


Mr. Rogers received the GAO Meritorious Service Award in 1960 and the 
GAO Distinguished Service Award in 1968. 





GAO STAFF CHANGES 


Allen R. Voss 


Allen R. Voss was designated regional manager of the Philadelphia regional 
office, effective July 1, 1974. 


Since joining GAO in 1958, Mr. Voss has served as an assistant director in 


the Office of Policy and Special Studies, assistant and associate director in the 
Civil Division, and associate and deputy director in the Office of Policy and 
Program Planning. Since 1972, he has served as director of the Office of Policy. 
In 1966 he completed the Advanced Management Program at the Harvard 
University Graduate School of Business Administration. 


Mr. Voss served in the Air Force from 1948 to 1952. He graduated with high 
honors from the University of Florida in 1956, with a bachelor of science degree 
in business administration. Before joining GAO, Mr. Voss served as a staff 
member of a public accounting firm and as a cost accountant with a manufac- 
turing company. 

Mr. Voss is a CPA (Florida) and a member of the American Institute of 
CPAs. He received Meritorious Service Awards in 1961 and 1968 and the Dis- 
tinguished Service Award in 1972. 





GAO STAFF CHANGES 


Other Staff Changes 


New Assistant Directors 


Financial and 
General Management Studies Division 


Joseph J. Donlon, Jr. 


General Government Division 


Stephen L. Keleti, III 


Logistics and Communications 
Division 
James G. Mitchell 


James F. Morris 
Richard F. Tucker 


Manpower and Welfare 
Division 
Albert B. Jojokian 
Thomas P. McCormick 


Transportation and 
Claims Division 


David Lodwick 


New Senior Attorneys 


Office of the General Counsel 


Matthew S. Watson 
Thomas F. Williamson 
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Office of the Comptroller General 


The Comptroller General, Elmer B. 
Staats, addressed the following groups: 


Citizens’ Research Foundation’s Na- 
tional Conference on Money and 
Politics, Washington, D.C., “Enfore- 
ing the Campaign Finance Laws,” 
February 28. 


American University’s Institute of 
Election Administration and the Na- 
tional Association of Counties’ 
Seminar, “Revolution in Campaign 
and Election Law,” Washington, 
D.C., “Role of GAO in Area of Cam- 
paign Finance Regulation,” March 


2. 


The Ditchley Foundation’s “British 
Legislators” Conference on “Respon- 
sibilities of Governments, Legisla- 
tures, and the Media Towards the 
Public in Regard to Government 
Policies and Actions,” Ditchley 
Park, Enstone, England, “Measure- 
ments of Costs and Effectiveness,” 
March 9. 


Federalism Seventy-Six’s Conference 
on Using the Federal System More 
Effectively, Washington, D.C., “The 
New Federalism—Unfinished Busi- 
ness,” March 14. 


Senior Seminar in Foreign Policy, 
Foreign Service Institute, Depart- 
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ment of State, Washington, D.C., 
“The Congress and the GAO,” 
March 15. 


The Brookings Institution’s Confer- 
ence for Business Executives on 
Federal Government Operations, 
Washington, D.C., “The Role of the 
General Accounting Office,” March 
25. 


Federal Executive Institute’s Fed- 
eral Executive Development Pro- 
gram, Washington, D.C., “GAO as 
a Catalyst for Change in Govern- 
ment Operations,” March 27. 


Center for the Study of the Presi- 
dency’s 1974 National Student Sym- 
posium on the Presidency, Reston, 
Virginia, Round Table on “The 
Presidency and the Congress, Fu- 
ture Organization and _ Issues,” 


March 31. 


National Archives and Records 
Service’s Symposium on Value- 
Centered Reporting, Washington, 
D.C., “Why a Higher Priority is 
Needed for Improved Government 
Reporting,” April 1. 


Industrial College of the Armed 
Forces, 1973-74 Class, Washington, 
D.C., “The General Accounting Of- 
fice and the Department of Defense,” 
April 17. 





Association of Governing Boards of 
Universities and Colleges, National 
Conference on Trusteeship, New Or- 
leans, La., “Survival of Higher Edu- 
cation in the Years Ahead,” April 
29. 


Mid-Atlantic Intergovernmental Au- 
dit Forum, Charter Signing Cere- 
monies, Philadelphia, Pa., May 1. 
National Association of Schools of 
Public Affairs and Administration, 
Syracuse, New York, “Evolving 
Needs in the Preparation of Future 
Leaders for the Federal Service,” 
May 3. 


Following are recently published 
articles of the Comptroller General: 


“Measuring and Enhancing Federal 
Productivity” (based on speech pre- 
sented at Conference Board Confer- 
ence on Productivity, New York 


City, May 23) in Sloan Manage- 
ment Review, Fall 1973. 


“GAO Audit Standards: Develop- 
ment and Implementation,” Public 
Management, February 1974. 


“Revenue Sharing: A New Chal- 
lenge for the Auditing Profession,” 
The Internal Auditor, March-April 
1974. 


“Acquisition Management Needs 
Realistic Forecasting to Close the 
Confidence Gap,” Defense Manage- 
ment Journal, April 1974. 


During the period May 13-22, the 
Comptroller General participated as 
the U.S. delegate in the 8th Interna- 
tional Congress of Supreme Audit In- 
stitutions, held in Madrid, Spain. 
Other members of the U.S. delegation 
were: E. H. Morse, Jr., Assistant 


PROFESSIONAL ACTIVITIES 


Comptroller General, and Roland Saw- 
yer, GAO Information Officer. 


E. H. Morse, Jr., Assistant Comp- 
troller General, submitted a paper on 
operational and program auditing for 
presentation at the Accounting Collo- 
quium of the University of Texas, 
Austin, April 12. Al Voss, director, 
Office of Policy, spoke on his behalf 
in summarizing and discussing the 
paper. 

Mr. Morse spoke on evaluation of 
Government programs at the Civil 
Service executive seminar on public 
management at Kings Point, N.Y., 
April 25. 

An article by Mr. Morse entitled 
“The Auditor Takes on Program 
Evaluation” appeared in the Fall 1973 
issue of the Armed Forces Controller. 

Mr. Morse received the annual 
achievement award on March 20 from 
the Boston Chapter of the Federal 
Government Accountants Association 
for outstanding contribution to Fed- 
eral financial management. The award 
was presented on behalf of the Boston 
Chapter by Walter F. Frese, con- 
sultant to the Comptroller General and 
former director of the GAO Account- 
ing Systems Division. 


Thomas D. Morris, Assistant Comp- 
troller General: 


Participated in a Productivity Con- 
ference with officers of the State of 
Vermont, Montpelier, March 1. 


Participated in a conference on 
“Preparation of Business Executives 
for Federal Service” at Harvard 
University, March 8, 9, and 10. 
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Participated ian the Department of 
Defense Top Management Seminar 
as a guest speaker covering “Pro- 
ductivity Measurement,” AMETA, 
Rock Island, IIl., March 12. 


Addressed the Seminar on Sophis- 
ticated Auditing Techniques, FGAA, 
Sheraton-Park Hotel, March 25, 
“Auditing—the State of the Art and 
Its Value to Management.” 


Participated in panel on “Office of 
Federal Procurement Policy—What? 
Where? When? Who? Why?”, Na- 
tional Contract Management Associ- 
ation, National Educational Sym- 
posium, Shoreham Hotel, April 18. 


Participated in National ASPA Con- 
“Federal Government 
Productivity Management and Pol- 
icy,” Syracuse, N.Y., May 7. 


ference on 


A. T. Samuelson, Assistant Comp- 
troller General, addressed the follow- 
ing chapters of the National Associa- 
tion of Accountants on GAO’s role in 
assisting the Congress: 


Virginia Skyline Chapter, Char- 


lottesville, Va., March 14. 
Lehigh Valley Chapter, Bethlehem, 
Pa., May 10. 


Joseph S. Rosapepe, deputy informa- 
tion officer: 

Addressed the American University 
Institute on Management of Govern- 
ment on “Policies and Procedures,” 
February 16. 

Addressed the Public Affairs Semi- 
nar for Public Executives of the 


Baltimore Federal Executive Board 
on March 13 in Baltimore, Md. 


Mr. Rosapepe has been elected presi- 
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dent of the Government Information 
Organization. He had previously ‘been 
a vice president of the association 
representing public affairs officers on 
Federal, State, and local levels. . 


Office of the General Counsel 


Paul G. Dembling, general counsel: 


Co-authored an article for the 
Netherlands International Law Re- 
view entitled “Pollution of Man’s 
Last Frontier: Adequacy of Present 
Space Environmental Law in Pre- 
serving the Resource of Outer 
Space,” January 1974. 


Spoke on “The Work of GAO” be- 
fore a seminar for Business Execu- 
tives sponsored by The Brookings 
Institution, February 25. 


Spoke on “Debarments and Suspen- 
sions in Government Contracts” be- 
fore the Briefing Conference on 
Government Contracts in Philadel- 


phia, March 5-6. 


Spoke before the Aerospace Indus- 
tries Association on “Patents, Pro- 
prietary Data and the GAO” in New 
Orleans, March 14. 


Spoke on “Debarment, Suspension 
and Blacklisting in Government 
Contracting” before the Government 
Contract Claims Course sponsored 
by Federal Publications, Inc. and 
The George Washington University, 
March 28. 


Lectured to a George Washington 
University National Law Center 
seminar on “Communications Satel- 


lite Act,” April 18. 





Participated in an American Society 
of International Law Workshop on 
“Space Stations: Present and Fu- 
ture,” April 26. 


Spoke on “GAO’s Position on the 
Service Contract Act” before a De- 
partment of the Navy Office of the 
General Counsel seminar, May 2. 


Was appointed a member of the 3- 
person Hearing Committee of The 
Disciplinary Board, The District of 
Columbia Bar, March 1974. 


Milton J. Socolar, deputy general 
counsel : 


Spoke on “Operations of GAO” be- 
fore the Institute for New Govern- 
ment Attorneys sponsored by the 
Civil Service Commission, March 13. 


Participated in a panel discussion 
before the Federal Executive Insti- 
tute and spoke on “Advisory Opin- 
ions on Payroll, Contracts and Bid 
Protests,” March 27. 


Paul Shnitzer, 
counsel: 


associate general 


Spoke on “Recent Developments in 
Government Contract Law” before 
the Briefing Conference on Govern- 
ment Contracts, in Philadelphia, 
March 3-6. 


Spoke on “Some Significant Prob- 
lems in the Application of the Serv- 
ice Contract Act” before a course on 
Labor Standards sponsored by The 
George Washington University Na- 
tional Law Center, May 9-10. 


John F. Mitchell, senior attorney, 
spoke on “Remedies Available in GAO 


in Disputes Arising Out of Contractual 


Relations with the Federal Govern- 
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ment” before the American Bar Asso- 
ciation members of the Georgia bar in 
Atlanta, February 27-28. 

Charles P. Hovis, deputy assistant 
general counsel, addressed a joint 
meeting of the Huntsville Chapters of 
the National Contract Management As- 
sociation and Federal Bar Association 
on “GAO’s Interim Bid Protest Rules 
and Regulations,” February 21-22. 

Vincent A. LaBella, deputy assistant 
general counsel, spoke on “Bid Pro- 
test Procedures and Source Selection 
in Negotiated Procurements” before 
the Defense Procurement Executive 
Seminar, April 30. 

Ronald Berger, attorney-adviser, par- 
ticipated in the Briefing Conference on 
Government Contracts in Philadelphia, 
March 3-6. 

John G. Brosnan, attorney-adviser, 
spoke on “Mistakes in Bids” before 
the Central Connecticut Chapter of the 
National Contract Management Asso- 
ciation in Hartford, February 28- 
March 1. 

Herbert I. Dunn, attorney-adviser, 
spoke on “Source Selection—Negotia- 
tion in Government Contracts” before 
the Northern New Jersey Chapter of 
the National Contract Management As- 
sociation, March 13-14. 

Ann H. Finley, attorney-adviser, par- 
ticipated in the Briefing Conference on 
Government Contracts in Philadelphia, 
March 3-6. 

Martin L. Glass, attorney-adviser, 
participated in a Government Contracts 
Symposium in Los Angeles, April 23- 
26. 

Alan S. Goldberg, attorney-adviser, 
participated in the Briefing Conference 
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on Government Contracts in Philadel- 
phia, March 3-6. 

Alan I. Saltman, attorney-adviser, 
spoke on “Mistakes in Bid Procedures 
of GAO” before the Fort Monmouth 
Chapter of the National Contract Man- 
agement Association, March 28-29. 


Office of Congressional Relations 


Martin J. Fitzgerald, legislative at- 
torney, discussed the role of the Gen- 
eral Accounting Office in support of 
the Congress on April 4, during a 
session of the Civil Service Commis- 
sion’s Institute in the Legislative Func- 
tion, Washington, D.C. 


Office of Federal Elections 


Fred Thompson, director, addressed 
the following groups: 


The Federal Government Account- 
ants Association’s Student Seminar 
in San Francisco on “Campaign 
Financing,” February 27. 


The Finance Seminar given by the 
Republican National Finance Com- 
mittee in Chicago on “Campaign 
Finance Legislation,” April 5. 


Office of Personnel Management 


Leo Herbert, director: 


Discussed the history, organization, 
and functions of GAO at a MBA 
Forum at the University of Alabama 
in Tuscaloosa, on March 19. Marvin 


Colbs, Atlanta regional manager, 
participated in the question and an- 
swer session following Mr. Herbert’s 
talk. That evening, both participated 


118 


in a meeting of the Alabama Ac- 
counting Society. 


Spoke on April 5, at the Manage- 
ment Development Program, Tulane 
University, New Orleans, on “Im- 
proving Management in the Federal 
Government.” 


Federal Personnel and 
Compensation Division 


Forrest R. Browne, director, spoke 
at the Civil Service Comission Execu- 
tive Seminar, Oak Ridge, Tenn., on 
“The GAO and Congressional Over- 
sight of Agency Program Manage- 
ment,” March 21. 

David P. Sorando, deputy director, 
addressed the participants of the De- 
Defense Comptroller 
Course, Maxwell Air Force Base, Mont- 
gomery, Ala., on February 25. He 
spoke on “The Evolving Role of GAO.” 

William F. Coogan, assistant direc- 
tor, discussed “GAO Views of Agen- 
cies’ Training Problems” at a Civil 
Service Commission seminar of Fed- 
eral training officers in Lancaster, Pa., 
on January 30. 


partment of 


Harold E. Lewis, assistant director, 
spoke at the Industrial College of the 
Armed Forces, Washington, D.C., on 
GAO’s audit of the problems in meet- 
ing military manpower needs in an All 
Volunteer Force environment, on 


April 17. 


Thomas A. Eickmeyer, audit man- 
ager, spoke April 17 on interservice 
training and GAO reviews of Depart- 
ment of Defense training and educa- 
tion programs at the Industrial College 
of the Armed Forces, Washington, D.C. 





Financial and General 
Management Studies Division 


Donald L. Scantlebury, director: 


Made a presentation on the Legisla- 
tive Reorganization Act of 1970 and 
its implications for GAO and the 
executive agencies at a meeting of 
the Agency Management Analysis 
Officers Group on March 21. 


Spoke at the Hampton Roads Chap- 
ter of the National Association of 
Accountants on “How the Informa- 
tion Needs of Congress Affect Gov- 
ernmental Accounting” on April 17. 


Fred D. Layton, deputy director: 


Spoke on the GAO standards at the 
Federal Grant Financial Manage- 
ment Workshop in Atlanta, Ga., on 
March 21. 


Spoke on the GAO audit standards 
before the San Jose, Calif., chapter 
of the Institute of Internal Auditors 
on April 9. 


Keith E. Marvin, associate director: 
Addressed a Federal City College 
class in public management concern- 
ing GAO reviews of the Space Shut- 
tle Program, March 7. 


Appeared as a panelist on occupa- 
tional outlook for program analysts 
at the annual symposium of the 
Association for Public Program 
Analysis, April 9. 


Joseph L. Boyd and Kenneth Pol- 
lock, assistant directors, participated in 
a seminar of the Hampton Roads 
Chapter of the National Association of 
Accountants on the auditor’s role in an 


EDP environment, Norfolk, Va., on 
March 20. 
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Wallace M. Cohen, assistant director, 
delivered a paper at the third Cost- 
Effectiveness Symposium, National Bu- 
reau of Standards, Gaithersburg, Md., 
on March 19. 


Ernest H. Davenport, assistant direc- 
tor: 


Addressed the Tucson Chapter, In- 
stitute of Internal Auditors, on GAO 
audit standards and management in 
Tucson, Ariz., on February 5. 


Discussed the GAO audit standards 
applied to internal audit at the 
North Carolina Public Finance Of- 
ficers Association spring meeting 
sponsored by the Institute of Gov- 
ernment, Chapel Hill, N.C., on 
February 27. 


Participated in a panel discussion on 
program evaluation and the external 
auditor before the Capital District 
Chapter, American Society for Pub- 
lic Administration, in Albany, N.Y., 
on March 12. 


Presented a talk on the GAO audit 
standards to the Association of Cen- 
tral Oklahoma Governments Semi- 
nar in Oklahoma City, Okla., on 
April 26. 


Was appointed to the following 
American Institute of CPA commit- 
tees: (1) State and Local Govern- 
ment Auditing and (2) Minority Re- 


cruitment. 


Mortimer A. Dittenhofer, assistant 
director: 

Gave a talk at a meeting of the 

Toledo Chapter of the Institute of 

Internal Auditors on audit standards 

and internal auditing in Toledo, 

Ohio, on February 11. 
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Gave a talk on GAO audit standards 
and internal auditing at a meeting 
jointly sponsored by the Institute of 
Internal Auditors and FGAA in 
Denver, Colo., on March 19. 


Gave a talk on the responsibility of 
internal auditors to society to a joint 
meeting of the Richmond and Tide- 
water Chapters of the Institute of 
Internal Auditors in Williamsburg, 
Va., on March 26. 


Gave a talk on the audit standards 
and Government auditing at Xavier 
University Accounting Association 
in Cincinnati, Ohio, on March 27. 


Spoke on the audit standards and 
internal auditing at a meeting of the 
Cincinnati Chapter of the Institute 
of Internal Auditors in Cincinnati, 


Ohio, on March 27. 


Gave a talk at a symposium on 
auditing for management under the 
GAO standards for the Institute of 
Internal Auditors in Philadelphia, 
Pa., on April 1. 


Spoke on “Constraints Against Ac- 
countability Reporting” at a meet- 
ing of the Maryland Chapter of the 
Society for Public Administration 
on April 3. 


Gave a talk on auditing for man- 
agement under the GAO standards 
at a meeting of the Institute of In- 
ternal Auditors in Huntsville, Ala., 
on April 8. 


Was a seminar leader on (1) the 
audit standards project, (2) means 
to implement the audit standards, 
and (3) auditing for management 
under the GAO standards at the 
Mid-west Conference of the Munici- 
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pal Finance Officers Association on 
April 17. 


Kenneth W. Hunter, assistant direc- 
tor, spoke at the National Symposium 
on Achieving Value-Centered Report- 
ing in Washington, D.C., on April 2. 
Mr. Hunter discussed GAO’s work 
with the Congress in identifying con- 
gressional information needs and im- 
proving the usefulness of reports pro- 
vided to the Congress. 


Robert J. Ryan, Sr., assistant direc- 
tor: 


Addressed the American Manage- 
ment Association on GAO audit 
standards and management in New 


York City on February 6. 


Spoke on the GAO audit standards 
to the Milwaukee Chapter of the In- 
stitute of Internal Auditors on Feb- 
ruary 19, 


Spoke on auditing—the state of the 
art and its value to management— 
to the San Antonio, Tex., Chapter 
of the Institute of Internal Auditors 
on April 18. 


Earl M. Wysong, Jr., assistant di- 


rector: 


Addressed the Association of Sys- 
tems Management’s Chesapeake Di- 
vision conference, “Dataflow 74,” in 
Annapolis, Md., on March 29, on 
the Legislative Reorganization Act 
of 1970. 


Made a presentation on April 2, at 
the Audit Manager Seminar on GAO 
Requirements for the Interagency 
Auditor Training Center in Bethesda, 
Md., on GAO’s ADP requirements 
for system design approval. 





Rodney E. Espe, audit manager: 


Spoke on the audit standards as din- 
ner speaker for the Houston Chap- 
ter of the Institute of Internal Audi- 
tors in Houston, Tex., on February 


26. 


Lectured on GAO internal auditing 
requirements at the Audit Manager 
Seminar on GAO Requirements pre- 
sented by the Interagency Auditor 
Training Center in Bethesda, Md., 
on April 1. 


Participated as a panel speaker on 
the audit standards at a workshop 
jointly sponsored by the Newark, 
N.J., chapters of FGAA and the Na- 
tional Contract Management Asso- 
ciation on April 18. 


James K. Kardokus, supervisory 
management analyst, coordinated a 
program entitled “Legislative Branch 
Interest in Federal Reporting,” for the 
Information and Records Administra- 
tion Conference in Washington, D.C., 
on March 22. Mr. Kardokus also dis- 
cussed GAO’s work under the Legisla- 
tive Reorganization Act of 1970. 

M. Thomas Hagenstad, supervisory 
management analyst, described GAO’s 
information support to the Congress at 
the Information and Records Adminis- 
tration Conference on March 22. 


General Government Division 


Albert Hair, assistant director, spoke 
to the Northern Virginia Chapter of 
FGAA on the problems in revenue 
sharing evaluation, Springfield, Va., 
March 19. 

Stephen J. Varholy, assistant direc- 
tor, participated as a panelist at the 
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Grant Financial Management Work- 
shop, Atlanta, March 21. 

Bill W. Thurman, supervisory audi- 
tor, spoke at the Conference on Fed- 
eral Affairs of the Tax Foundation, 
Inc., on the subject of “Evaluating 
General Revenue Sharing,” Washing- 
ton, April 1, and on the same subject 
to the Minnesota Chapter, Municipal 
Finance Officers Association, Hill City, 
Minn., April 18. 

Richard L. Fogel, supervisory man- 
agement analyst, had an article en- 
titled “Special Services Impact: Infor- 
mation for Legislative Action” pub- 
lished in the Spring 1974 issue of 
Policy Studies Journal. 


International Division 


John Milgate, associate director, and 
Thomas Brogan, assistant director, at- 
tended the conference for Federal 
Management and Program Executives 
sponsored by the Brookings Institution 
at Williamsburg, Va., from January 
6 to 18. 

Frank M. Zappacosta, assistant di- 
rector, was reelected Director of Pro- 
fessional Development, Washington 
Chapter, National Association of Ac- 
countants, in March 1974 for the year 
ending May 31, 1975. 


Logistics and Communications Division 


Werner Grosshans, associate direc- 
tor, taught a class on improving evalu- 
ation capabilities at the Interagency 
Auditor Training Center on February 
19-22. He and Fred Haynes, assistant 
director, conducted a seminar session 
at the Industrial College of the Armed 
Forces on functions of the Logistics 
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and Communications Division on April 
17. At a recent meeting of the Ameri- 
can Institute of Industrial Engineers, 
Mr. Haynes was elected Vice President, 
Region II. 

Charles R. Comfort, assistant direc- 
tor, addressed the Defense Advanced 
Traffic Management Course at the U.S. 
Army Transportation School, Fort 
Eustis, Va., on April 9. He spoke on 
GAO contributions to improving mili- 
tary transportation operations. 


Richard A. Helmer, audit manager, 
addressed the Mid Winter Conference 
of the National Association of State 
Agencies for Surplus Property on the 
status of GAO’s survey of the Federal 
surplus personal property donation 
program. The conference was held on 
February 27 at the Burlington Hotel in 
Washington, D.C. Mr. Helmer also ad- 
dressed the Defense Disposal Manage- 
ment Seminar at the U.S. Army Logis- 
tics Management Center at Fort Lee, 
Va., on March 6. He spoke on the re- 
sults of GAO audits of Defense prop- 
erty disposal operations and related 
areas. 


Norm Austen, supervisory auditor, 
spoke on GAO and the Radio Fre- 
quency Spectrum before the Radio 
Technical Commission for Maritime 
Services, St. Petersburg, Fla., April 3. 


Manpower and Welfare Division 


William D. Martin, deputy director, 
attended the Advanced Management 
Program, Harvard University, Boston, 
Mass., from February 4—May 3. 

Morton E. Henig, associate director, 
attended a Brookings Institution Con- 
ference for Management and Program 
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Executives held March 31 to April 12 
at Virginia Beach, Va. 

Harold L. Stugart, assistant direc- 
tor, attended the Program for Man- 
agement Development, Harvard Uni- 
versity, Boston, Mass., from February 
11-May 10. 

Richard H. Horte, supervisory audi- 
tor, was awarded a Master of Busi- 
ness Administration degree by The 
George Washington University in 
February 1974. His major field was 
operations research and_ systems 
analysis. 

Wilbert H. Ammann, supervisory 
operations research analyst, partici- 
pated as a member of an Ad Hoc Com- 
mittee to determine whether to form a 
Management Science Section within 
the American Society for Public Ad- 
ministration (ASPA). This Committee 
met during ASPA’s 1974 Annual Con- 
ference which was held May 5-8 at 
Syracuse, N.Y. 


Procurement and Systems 
Acquisition Division 


Harold H. Rubin, deputy director, 
conducted a session on GAO’s audit 
function at the Civil Service Commis- 
sion’s Executive Institute on Manage- 
ment of Scientific and Engineering 
Organizations at The National Acad- 
emy of Sciences, Washington, April 4. 

Mr. Rubin also participated in a 
panel discussion on independent re- 
search and development at a special 
program sponsored by WEMA in 
Washington on May 16. WEMA is a 
trade association whose over 700 
members are small-to-medium sized 
companies engaged in electronics and 
information technology. 





Dr. John G. Barmby, assistant direc- 
tor of the systems analysis staff, is the 
GAO representative to the Defense 
Economic Analysis Council. He spoke 
on the “Federal Experience with Cost- 
Effectiveness Analysis” at the Indus- 
trial College of the Armed Forces, 
Washington, May 20 and 21. 


Joseph C. Bohan, assistant director, 
spoke on the role of GAO in major 
weapons systems acquisitions at the 
Navy Logistics School, Washington, in 
April. 

Charles A. Kezar, supervisory re- 
search analyst, spoke on “The Eco- 
nomic Benefits of the Shipbuilding 
Construction Differential Subsidy” at 
the Defense Economic Analysis Coun- 
cil symposium at the Industrial College 
of the Armed Forces, Washington, May 
20 and 21. 


Mr. Kezar also spoke on “Lease vs. 
Buy Decisions” at a symposium of the 
American Society for Public Adminis- 
tration and participated in its panel on 
management science and applications 
at Syracuse, N.Y., on May 6. 


Resources and Economic 
Development Division 


Max Hirschhorn, deputy director, 
was the presiding official of the 15th 
Annual Awards presentation of the 
Federal Government Accountants Asso- 
ciation, Washington Chapter, on May 
9. 

Brian Crowley, assistant director, ad- 
dressed the Society of American Value 
Engineers on April 30 at its 14th An- 
nual Conference in Los Angeles, Calif. 
His topic was the “Application of 
Value Engineering Techniques to the 
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Design and Construction of Waste 
Treatment Plants.” 


Transportation and Claims Division 


T. E. Sullivan, director, participated 
with the General Services Administra- 
tion and Braniff International Air- 
ways, Dallas, Tex., March 5, in a con- 
ference and demonstration of computer 
application to the procurement of and 
automatic payment for airline tickets 
procured through teleticketing opera- 
tions. 

Mr. Sullivan attended the Revenue 
Accounting Committee meeting of the 
Association of American Railroads, 
Boston, Massachusetts, June 12-14. 
He addressed the Committee on the 
revised bills before the Congress 
which would transfer the audit func- 
tion from GAO, on progress in the use 
of the new Government Bill of Lading 
and Transportation Request, and on 
areas of mutual concern found in the 
audit of rail carrier accounts. 


J. J. Cramsey, supervisory manage- 
ment auditor, European Branch; J. K. 


Brubaker, supervisory management 
auditor; and A. W. Sumner, super- 
visory traffic management specialist, 
participated in the National Defense 
Transportation Association conference 
in Wiesbaden, Germany, December 
1973. 


W. F. McDade, supervisory trans- 
portation specialist, and J. R. Nichol- 
son, supervisory traffic management 
specialist, attended the semiannual 
meeting of the Revenue Accounting 
Committee of the Airline Finance and 
Accounting Conference, Air Transport 
Association of America, Washington, 
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D.C., March 19. They advised the Com- 
mittee of the status of the revised Gov- 
ernment Bill of Lading and attendant 
procedures, the revised Government 
Transportation Request, and the con- 
gressional bills which would transfer 
the detailed transportation audit func- 


tion from GAO. 
A. W. Sumner and J. R. Nicholson 


participated as panel members in 
workshops for 700 carrier industry and 
military traffic personnel at the East- 
ern Area Military Traffic Management 
and Terminal Service, General Traffic 
Management Seminar, New Orleans, 
La., April 2, 3, and 4. 

J. Goldman, assistant director, and 
Mrs. V. Levin, management auditor, 
participated in an interagency con- 
ference on rate and tariff simplifica- 
tion sponsored by the Department of 
Transportation at the Transportation 
Systems Center, Cambridge, Mass., 
April 16. 


Field Operations Division 


Joseph Eder, regional manager, Bos- 
ton region, on March 21, gave an ad- 
dress at a CSC course. His subject was 


“GAO and Its Role in Financial Man- 


agement.” 

Peter A. Larson, audit manager, 
Ben F. Gardner and Robert C. Wuori, 
supervisory auditors, Chicago region, 
participated in the University of IIli- 
nois Minority Employment Confer- 
ence, Urbana, IIl., on February 7 and 
8. 

Stanley J. Stancukas, supervisory 
auditor, Chicago region, spoke on 
“GAO’s Role in Evaluating Delivery 
of Public Services by State and Local 
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Governments” at a conference spon- 
sored by the Chicago, Indiana, Peoria, 
and Springfield Chapters of the Ameri- 
can Society of Public Administration, 
on March 15. 

Clement F. Preiwisch, audit man- 
ager, Chicago region, spoke before the 
Chicago Chapter of FGAA, April 25, 
on “The Organization of the Midwest- 
ern Intergovernmental Audit Forum.” 

Robert W. Hanlon, regional man- 
ager, Cincinnati region, and Daniel V. 
Loesch, auditor-in-charge, Indianap- 
olis, spoke to the Finance Officer Ad- 
vanced School at Fort Benjamin Harri- 
son in Indianapolis on April 2 on GAO 
and Army Financial Management. 

Nander Brown, Jr., supervisory sys- 
tems analyst, Cincinnati region, spoke 
to the Cincinnati Chapter of the Data 
Processing Management Association 
on “EDP Auditing—Its Impact on 
Data Processing Personnel.” 

Estle L. Wesley, supervisory auditor, 
Dayton, participated in “Accounting 
Week” at the Dayton Convention Cen- 
ter on March 20, discussing opportu- 
nities for accountants in Government. 

W. H. Sheley, Jr., regional manager, 
Romulo Garcia, supervisory auditor, 
and Deon H. Dekker, assistant regional 
manager, Dallas region, participated 
as instructors in a Financial Manage- 
ment Course conducted for minority 
businessmen. The sessions were held in 
Dallas during the months of February 
and March 1974. Other Dallas staff 
members, Ernest Frosch and Curtis 
Carlson, were actively involved in ar- 
ranging the course. 

Paul C. deLassus, assistant regional 
manager, Dallas, discussed the Stand- 
ards for Audit of Governmental Orga- 





nizations, Programs, Activities and 
Functions before a sponsored meeting 
of participants of the National Grad- 
uate University, Division of Special 
Studies. The session, held for State and 
local government officials, was part of 
a 3-day session held in Dallas in 
March 1974 and concerned negotiation 
and administration of Federal grants 
and contracts. 

Mr. deLassus discussed audit stand- 
ards on April 11 at a meeting of the 
Regional Council of Finance Officers 
held in Austin, Tex. 

Irwin M. D’ Addario, regional man- 
ager, Denver, participated in the Uni- 
versity of Denver’s 1974 Intergovern- 
mental Management Challenge Semi- 
nar on January 3. His subject was 
“The Role of the Manager.” 

John E. Murphy, assistant regional 
manager, and Bernard L. Lowery, 
audit manager, Denver, spoke to the 
graduate class in public administration 
at the University of Colorado Denver 
Center in April. Their subject was the 
role of GAO. 

John E. Murphy, assistant regional 
manager, and Clifford B. Neuroth, 
audit manager, Denver, spoke to the 
graduate class in public administration 
at the University of Colorado Boulder 
Campus in April, on the role of GAO. 

Bernard L. Lowery, audit manager, 
Denver, was elected president of the 
Denver Chapter, National Contract 
Management Association, for the 
1974-75 year. 


Edgar L. Hessek, audit manager, 
Denver, gave a talk at a Surface Pro- 
tection Workshop sponsored by the 
Bureau of Land Management in Salt 
Lake City on March 11. His topic was 
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“The Role of GAO in Auditing Federal 


Programs.” 


James K. Meissner, supervisory 
auditor, Denver, was guest speaker at 
the initiation banquet of Beta Alpha 
Psi, national accounting fraternity, at 
the University of North Dakota on 
February 26. He spoke on the role of 
GAO. 

Donald McDade, supervisory audi- 
tor, Kansas City region, on February 
16 spoke at the Nebraska Democratic 
Candidate’s Campaign Seminar in Lin- 
coln, Nebraska. His subject was the 
registration and reporting require- 
ments of the Federal Elections Cam- 
paign Act of 1971. 


Arthur Zago, audit manager, Kansas 
City region, spoke on March 28 at the 
National Contract Management Asso- 
ciation, Capital Chapter, Wichita, 
Kansas. Mr. Zago’s speech covered 
GAO’s role in Government contract 
management, Public Law 87-653 im- 
plementation and followup, and cur- 
rent broader interests of the Office. 


David Ashley, supervisory auditor, 
Kansas City, spoke to a class on Mi- 
norities’ Experience in Histor; at 
Maple Woods Community College, 
Kansas City, Mo. His speech was on 
the role of the Equal Employment Op- 
portunity Counselor. 


Frederick Gallegos, management 
auditor, Los Angeles region, was guest 
speaker at the April 25 meeting of the 
California State Polytechnic University 
Data Processing Club. In his presenta- 
tion, “How My Cal-Poly Education 
Has Helped Me in My Work With 
GAO,” Mr. Gallegos cited examples of 
where his EDP education helped in the 
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analysis and evaluation phase of GAO 
work. 

Mr. Gallegos also spoke on “Sta- 
tistical Models and EDP Applications” 
to a Fortran Programming class after 
the meeting. On May 17, Mr. Gallegos 
spoke before several “Problems in 
Democracy” classes at San Bernardino 
High School. His subject was “The 
Legal Issues Surrounding Credit Serv- 
ice Bureaus, Public Law 91-508.” 

Victor Ell, audit manager, Los An- 
geles, spoke before a meeting of the 
Independent Garage Owners Associa- 
tion, April 16. His topic was “Your 
Public Watchdog.” He discussed the 
work of GAO, including reviews re- 
lated to the automotive industry. On 
May 1, Mr. Ell was a speaker at the 
USC School of Public Administration’s 
Career Planning Day. His topic was 
“Preparing for a Career Interview.” 

On May 2, Mr. Ell was a panel 
member in a Beta Alpha Psi program 
at California State University, Los 
Angeles. He represented the public sec- 
tor in presenting “Professional Oppor- 
tunities in Accounting.” 

James T. Hall, Jr., regional man- 
ager, Los Angeles, spoke before a 
meeting of the Institute of Internal 
Auditors, Phoenix Chapter, Phoenix, 
Ariz., on April 24. His topic was “In- 
ternal Auditing Applied to Manage- 
ment.” 

Paul Latta, supervisory auditor, 
Norfolk region, spoke to the Virginia 
Peninsula Chapter of the FGAA on 
“Revenue Sharing—An Overview,” on 
January 22. 

Deloit Strickland, audit manager, 
and John C. Payne, supervisory audi- 
tor, Norfolk region, addressed the Ac- 
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counting Club at Atlantic Christian 
College, Wilson, North Carolina, on 
the organization and responsibilities of 
GAO, February 12. 

John C. Finch, OPM, and Priscilla 
H. Williams, supervisory auditor, Nor- 
folk region, spoke before a forum for 
students at the University of Virginia. 
The forum was sponsored by the Mc- 
Intire Accounting Society. The subject 
was “Opportunities for Accounting 
Careers in Government.” 

David Gray, audit manager, and 
Larry Davis, supervisory auditor, Nor- 
folk region, together with Kenneth Pol- 
lock and Joseph Boyd, assistant direc- 
tors, FGMS, participated as panel 
members at a seminar of the Hampton 
Roads Chapter, National Association 
of Accountants, Norfolk, Va., on 
March 20. They discussed the role of 
the auditor in an EDP environment. 

Ronald J. Powell, auditor, Philadel- 
phia region, participated in a Career 
Day on April 17, sponsored by the 
Temple University’s Minority Network 
and the Association of Black Business 
Students. 

Natalie R. Hurlbrink, management 
auditor, Philadelphia, visited Drexel 
University on April 10 to speak before 
Phi Gamma Nu, Drexel’s chapter of 
the National Women’s Professional 
Business Sorority. 

Milton H. Harvey, assistant regional 
manager, Philadelphia, was the lunch- 
eon speaker at a meeting of FGAA’s 
Fort Monmouth chapter on March 5. 
He spoke on the functions of GAO as 
they related to activities of FGAA 
members’ agencies. 

William Parsons, assistant regional 
manager, San Francisco region, spoke 





before the Alameda Defense Manage- 
ment Association on March 28. His 
subject was productivity. On April 18, 
he spoke before the Municipal Finance 
Officers Association on “Applying 
Audit Standards to Program Areas.” 

James Brucia, audit manager, San 
Francisco region, spoke at the Pacific 
Missile Range and National Missile 
Command. His subject was “GAO— 
Its Roles and Functions.” 

Frank Graves, supervisory auditor, 
San Francisco region, was elected 
chairman of the EDP Audit Study 
Committee, Institute of Internal Audi- 
tors, for 1974-75. He will also serve 
on the Board of Governors of the San 
Francisco Chapter. 

Charles Vincent, assistant regional 
manager, San Francisco, made presen- 
tations on operations auditing, as fol- 
lows: 


—January 1 and April 9, at Civil 
Service Executive Center. 

—January 26, at the San Francisco 
Chapter, National Association of 
Black Accountants. 

—March 2], at the San Francisco 
Chapter of the Institute of In- 
ternal Auditors. 

—March 29, at the California State 
University, Hayward Economics 
Department faculty. 
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—April 25, at a faculty forum at the 
University of Nevada, Reno. 


E. Dennis Gutknecht, supervisory 
auditor, Seattle region, presented a 
“Case Study on Management Account- 
ing as Performed by the GAO” to 
Beta Alpha Psi, University of Wash- 
ington, April 30. 

Roger D. Hayman, supervisory audi- 
tor, Seattle region, participated in an 
Accounting Career Seminar at the 
University of Washington Depart- 
ment of Accounting, March 11. 

John J. Cronin, assistant director, 
FGMS, and Robert Eurich, and James 
Stringfellow, supervisory auditors, 
Washington region, conducted a brief- 
ing on April 4 for the Management 
Advisory Service Subcommittee, Dis- 
trict of Columbia Institute of Certified 
Public Accountants, on the current 
GAO survey of the use of contractors 
and consultants to assist Federal de- 
partments and agencies in developing 
financial management systems. 

James B. Deemer, audit manager, and 
Ronald C. Oleyar, supervisory auditor, 
Washington region, were guests of the 
Delta Sigma Phi International Busi- 
ness Fraternity at Shepherd College, 
March 19. Mr. Oleyar addressed mem- 
bers and guests about GAO responsi- 
bilities and accomplishments. 
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Successful Candidates— 
May 1973 CPA Examination 


Name 
Leonard L. Benson 
Robert L. Blackstone 
David E. Bryant, Jr. 
Jerrold W. Burgoyne 
Robert A. Correll 
Paul E. Cox 
George R. Englert 
Lawrence L. Feltz 
Roger W. Flann 
Connie L. Garsjo 
Richard H. Koebert 
Bonnie L. Kooser 
Jon E. Kucholtz 
Darryl L. K. Lee 
Paul E. Levine 
Neil N. Miller 
William Moffitt 
John T. O’Neill 
Tommy J. Patterson 
Jean R. Scheuerman 
Paul E. Staley, Jr. 
Julia K. Swisher 
Harold A. Weinstein 
Larry S. Westfall 


Name 


Lawrence D. Gaston, Jr. 


Otis C. Luttrell 
F. Earl Morrison 
Donald L. Stenger 


Ronnie E. Wood 
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REGIONAL OFFICES 


Regional Office 
Cincinnati 
Seattle 
Washington 
Washington 
Detroit 
Cincinnati 
Washington 
Chicago 
Los Angeles 
Denver 
Los Angeles 
Seattle 
Dallas 
Far East Branch 
New York 
Detroit 
Boston 
Chicago 
Kansas City 
San Francisco 
Seattle 
Seattle 
Los Angeles 
Los Angeles 


WASHINGTON 


Division 
Manpower and Welfare 
Financial and General 
Management Studies 
Procurement and Systems 
Acquisitions 
General Government 
Resources and Economic 
Development 


State 
Ohio 
Washington 
Virginia 
Maryland 
Michigan 
Ohio 
Virginia 
Wisconsin 
California 
Montana 
California 
Washington 
Texas 
Hawaii 
New York 
Ohio 
Rhode Island 
Illinois 
Oklahoma 
California 
Washington 
Texas 
California 
California 


State 
Maryland 
Tennessee 


Maryland 


West Virginia 
D.C. 
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Successful Candidates— 
November 1973 CPA Examination 


Name 
Merle K. Courtney 
Michael S. Golichnik 


George M. Kanya, Jr. 


Jerry W. Pennington 
David Phillips 

Larry M. Seigel 
John H. Stahl 
Phillip D. Sykora 
Kenneth R. Weartz 
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Regional Office 

Norfolk 

Los Angeles 
Detroit 

Kansas City 
Kansas City 

Los Angeles 
Washington 
Kansas City 
Cincinnati 


State 
Virginia 
California 
Ohio 
Oklahoma 
Iowa 
California 
Virginia 
Oklahoma 
Ohio 








“0 


p 
em | 
c 


>, 0 
qt’ a 
i 


iter 


“few Stott Members 








The following new professional staff members reported for work during the 
period February 16 through May 15, 1974. 


Financial and General 
Management Studies 


Division 


General Government 


Division 


Office of Energy and 
Special Projects 


Office of the 
General Counsel 


Manpower and Welfare 


Division 


Procurement and 


Systems Acquisition 


Division 


130 


Alamilla, John G., Sr. 
Banaugh, Catherine M. 


Batipps, Sarah E. 
Benoit, Paul S. 
Charney, Donald K. 
Colligan, George H. 


De LaTorre, Francisco D. 


Garbinski, Jerry J. 
Hansen, Odille S. 
Ostrow, Harry 


Stalcup, George H. 


McLure, Herbert R. 


Boals, Marsha L. 
Woods, Thomas J. 


Watson, Matthew S. 


Constandy, Ruth C. 


Kalmar, Kathleen B. 


Kester, Billy C. 
Sousa, George A. 
Whitaker, Virgil L. 


Department of the Army 

University of Montana 

Department of Commerce 

Singer 

General Services Administration 

Marco Systems, Inc. 

Department of the Army 

Brigham Young University 

National Commission on the 
Financing of Postsecondary 
Education 

Department of Health, Education, 
and Welfare 

Department of the Army 


Touche Ross & Co. 


University of Tennessee 
Self-employed 


Fried, Frank, Harris, Shriver, 
& Kampelman 


House Committee of Public 
Works 
Department of Labor 


Bendix Corporation 
Department of the Air Force 
Department of the Navy 





Transportation and 
Claims Division 


Washington Headquarters 
Division Career Group 


Regional Offices 


Atlanta 


Boston 


Chicago 


Cincinnati 


Gold, Benjamin A. 


Baker, William S. 
Belz, John F. 
Cortina, Ruben A. 
Hughes, Charles D. 
McClyde, James O. 
O’Hara, Dennis J. 
Pulliam, John W. 
Solomon, James H. 
Spey, Lisa M. 
Stone, Mary J. 
Tuchman, Edward H. 
Walker, Carlon B. 
Wall, Jean M. 
Zorn, Thomas F. 


Bedwell, William F., Jr. 
Farley, Grady C. 

Harris, Linda F. 
Hembree, Raymond W. 
Kovacs, Bryan T. 
Montford, Charlene B. 
Smith, Jesse J. 

Vawter, Martha C. 
Wright, Glenda C. 


Larpenteur, Raymond A. 


Huber, Mark J. 
Hupfer, Bruce A. 
Lee, Benny W. 


Bibb, Kenneth B. 
Dailey, Shirley A. 
Ruwe, James V. 
Warren, Daisy E. 
Wickliffe, Neilson S. 


Duffy, Duane A. 
Gatlin, Johnetta C. 
Gilman, Donald C. 
Johnson, Gary L. 
Melvin, Robert D. 
Ortiz, Donald J. 


NEW, STAFF MEMBERS 


Department of the Army 


East Tennessee State University 
Boston University 

University of Pittsburgh 
Ballard Community Hospital 
United States Postal Service 
Pennsylvania State University 
Florida Technological University 
Moravian College 

University of Delaware 

Lincoln University 

Florida State University 
Lincoln University 

LaSalle College 

University of Pittsburgh 


University of Georgia 
University of Utah 

University of Georgia 
Jacksonville State University 
Dyke College 

A & T State University 
Alabama State University 
University of Georgia 

Troy State University 


University of Washington 


University of Minnesota 
Northern Illinois University 
University of Illinois 


Wilberforce University 
Ohio University 

Xavier University 
Alabama State University 
Central State University 


Brigham Young University 
University of Utah 
Metropolitan State College 
University of Montana 
University of Denver 
College of Santa Fe 





NEW STAFF MEMBERS 


Detroit 


Los Angeles 


New York 


Norfolk 


Philadelphia 


San Francisco 


Seattle 


Washington 
(Falls Church) 


Blackwell, Robert M. 
Kempe, Richard L. 


Price, Valeria G. 


Wright, Clarence L., Jr. 


Pearson, Dana N. 
Sims, Ruth E. 
Thompson, Charles 


Acocella, Austin J. 
Carlucci, Maria V. 
Krieger, Norman A. 


Maccaroni, Ronald J. 
Carter, Daniel H. 


Brill, Kenneth C. 


Bromley, Thomas Y. 
Engle, Bruce K. 
Foster, Suzy 

Smith, Elliott C. 


Cram, David T. 
Smith, David D. 


Craten, James C. 
Creed, Thomas W. 
Holt, Ronald E. 
Jones, Richard E. 


University of Detroit 

Cleveland State University 
Winston-Salem State University 
Duke University 


California State University 

California State University 

University of Southern 
California 


Baruch College 
College of Mount Saint Vincent 
Brooklyn College 


Russell & Holmes Corp. 
University of Pennsylvania 


University of California 

at Berkeley 
University of Nevada 
California State University 
Veterans Administration 
California State University 


University of Washington 
University of Oregon 


American University 

East Tennessee State University 
University of Maryland 
Virginia State College 





Readings of 
Interest 


The reviews of books, articles, and other documents in 

this section represent the views and opinions of the individual 
reviewers, and their publication should not be construed 

as an endorsement by GAO of either the reviewers’ comments 
or the books, articles, and other documents reviewed. 


The Logarithmic Century 


By Ralph E. Lapp; Prentice Hall, Inc., 
1973; 262 pp., hardback, $7.95. 


The Coming Dark Age 


By Roberto Vacca; Doubleday and 
Co., Inc., 1973; 221 pp., hardback, 
$6.95. 


Not many years ago, most books 
forecasting social and economic con- 
ditions were optimistic in tone. Typi- 
cally, they described a society of un- 
precedented affluence and leisure sup- 
ported by an increasingly automated 
economy. 

More recently, the tone has changed. 
There is a growing body of literature 
which has been termed “doom writ- 
ing.” The Limits of Growth* (a report 


? Reviewed in The GAO Review, Fall 1972. 


for the Club of Rome’s Project on The 
Predicament of Mankind) set the pace 
in 1972. Ralph Lapp’s Logarithmic 
Century and Roberto Vacca’s The 
Coming Dark Age were notable addi- 
tions to this literature in 1973. 


Most people probably know that the 
growth of just about everything in this 
century has been unprecedented. Dr. 
Ralph Lapp is a nuclear physicist and 
one of the scientists with the Manhat- 
tan Project which developed the first 
atomic bomb. In his book he docu- 
ments the logarithmic scale of this 
growth and concludes that these 


“* * * logarithms of growth * * * simply 
cannot be duplicated by the great masses of 
the earth’s population. Indeed, even for the 
United States, the growth curves must de- 
part from their vertiginous ascent—the 
twentieth century must, so to speak, begin 
to bend over.” 


He says “ours may well remain 
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unique, the only logarithmic century 
ever to spin itself out upon a defense- 
less planet.” 

What he means, simply, is that we 
are using and abusing the world’s re- 
sources at a staggering rate which 
cannot continue unabated. Take na- 
tural gas for example. Lapp says that 
extraction of natural gas at an annual 
rate of no more than one-tenth of total 
proven reserves is considered neces- 
sary if we are to have short-term 
energy security. We have been operat- 
ing close to that safety margin. In fact, 
the United States has already used up 
more than half the total amount of 
natural gas discovered since the first 
exploration began. The future “gas 
gap” will become increasingly urgent, 
Lapp says. 

And while urgent energy needs may 
temporarily shift attention from envi- 
ronmental considerations, these cannot 
be long ignored. Even if all the sulfur 
oxide and other pollutants from con- 
sumption of petroleum and fossil-fuels 
could be strictly controlled, there is an 
inevitable release of carbon dioxide 
into the atmosphere which, scientists 
foresee, may produce a “greenhouse 
effect.” The earth will become warmer. 
A temperature increase of only 2°F to 
3°F over a few decades could melt the 
ice caps and flood coastal regions. 

Lapp describes these and a myriad 
of other related problems which are 
growing to crisis proportions. He be- 
lieves our hope is to continue to seek 
technical solutions while striving for 
some form of rational planning for an 
orderly future. 


Roberto Vacca does not believe that 
rational planning will save us. Vacca, 
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an Italian systems engineer, foresees 
disaster in the growing size of the tech- 
nical systems on which advanced so- 
cieties depend. These systems, he says, 
are rapidly moving beyond the control 
of those who manage them. His argu- 
ment is based not only on the size of 
the systems, but on their interaction 
and interdependence. A crisis involv- 
ing several urban systems, such as 
electricity, transportation, and water, 
is likely to produce crises in other 
systems, such as refuse collection and 
disposal. We may have enough coal, 
but if we lack enough freight cars to 
transport it, the coal cannot fuel our 
power stations, and so a shortage of 
freight cars could precipitate an elec- 
trical power shortage. There are end- 
less examples of such interdependencies 
in our complex, technical society. 


Vacca argues that we really do not 
know how some large systems work. 
We have not traced their parameters 
and variables. For other systems, we 
may have the means of control but are 
too inefficient to exercise them. “Many 
engineers, managers, administrators, 
and government officials,” he says “do 
not suspect that problems even exist in 


this field.” 


“Even when a handbook solution would in- 
deed solve some isolated problem, no use is 
made of it, thanks to inertia, neglect, or lack 
of interest. 

“Estimates of future developments in criti- 
cal situations are often not even attempted, 
and in those exceptional cases where such 
an attempt is made, it is limited to modest 
linear extrapolations.” 


Vacca’s extrapolation from his data 
is not modest. He concludes that, at 
any time between now and the 1980s, 
we face a debacle; not a slow decline 





and fall but a sudden collapse of the 
major systems on which our society 
depends: energy, transportation, and 
communications. 

Japan and the United States will be 
the first to experience this disaster, 
followed soon by Europe and the So- 
viet Union. The economic and social 
collapse of the advanced countries of 
the world will usher in a period of 
chaos and a “dark age” of relatively 
primitive order. The scope of the col- 
lapse Vacca foresees is such that he 
urges the preparation of a kind of 
monastic system, similar to that of 
medieval times, to preserve the learn- 
ing of our civilization through the 
“dark age.” 

Vacca’s critique of the problems of 
systems engineering is convincing. His 
extrapolation of these problems into 
social collapse and disaster is less 
convincing. However, there is no ques- 
tion of the seriousness of the problems, 
and Vacca has persuaded some readers 
of their awful implications. Isaac 
Asimov, the scientist and author, is 
quoted on the dust jacket as saying, 
“I have never read a book that was 
at one and the same time so convinc- 
ing and so frightening.” 

“Doom writing” is not without its 
critics. The April 1972 issue of The 
Futurist (journal of The World Future 
Society) defines the two key assump- 
tions of the pessimists: (1) most of 
the great social problems are not sub- 
ject to technical solution and (2) the 
long delays inherent in our socio- 
economic system may mean that it is 
too late to solve a problem after it is 
perceived. These assumptions are not 
proved by any means. It seems foolish 
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to conclude that we cannot solve our 
problems at all. It seems wise, how- 
ever, to accept the fact that we will not 
solve them easily. Agencies of Govern- 
ment, and GAO in its unique role, will 
have a heavy obligation to deal effec- 
tively with issues which, left unre- 
solved, could prove the doom writers 
correct. 


A. L. Patterson 
Assistant Regional Manager 
Atlanta regional office 


Energy Under the Oceans 


By Don E. Kash, Irvin L. White, and 
others; The University of Oklahoma 
Press, Norman, Oklahoma, 1973; 378 
pp-; paperback, $4.95. 


This book should be of interest to 
GAO professionals for two principal 
reasons. First, a significant public poli- 
cy problem is dealt with by using a new 
and controversial academic approach: 
technology assessment. Second, the 
authors have applied their new method 
to an extremely relevant topic, the oil 
and gas operations on the U.S. Outer 
Continental Shelf. 


Because the book does involve a 
unique method of assessing public 
policy, the GAO professional should 
be able to make some interesting com- 
parisons with GAO auditing tech- 
niques. Also, given the increased need 
for domestic oil and gas sources versus 
the potential danger to the environment 
from offshore oil and gas operations, 
the GAO auditor is given an informed 
view of an extremely relevant public 
policy dilemma. 
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The basic premise underlying tech- 
nology assessment is that technology 
is responsible for cataclysmic changes 
in our environment and in our eco- 
nomic, political, and social institu- 
tions. By studying a given technology 
and its impacts on the above areas, 
the technology assessors hope to de- 
vise policies which will minimize the 
selected technology’s negative effects 
but which will preserve its positive 
ones. 

To make their assessment of off- 
shore oil and gas operations, Kash 
and White recruited an interdiscipli- 
nary team, consisting of a marine biol- 
ogist, a lawyer, a physicist, two politi- 
cal scientists, and three engineers. The 
purpose of forming this team was to 
bring together men and women of 
widely different backgrounds to focus 
on a broad problem area without dis- 
ciplinary boundaries. The authors 
reasoned that industry and Govern- 
ment used people from many profes- 
sional disciplines to create the dilemma 
and that it would take the same type 
of people to resolve it. 

The team divided the study into 
three main components: the investi- 
gation of the negative impacts of off- 


shore oil and gas operations; a dis- 


cussion of the relevant government 


agencies, regulations, and statutes; 
and a prescriptive section for correc- 
tive action. Kash and White accept as 
given that oil and gas production 
should be increased by utilizing off- 
shore sources but that the detrimental 
effects of this exploitation should be 
minimized. 


In this reviewer’s opinion, the au- 
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thors’ efforts have been successful. The 
subject is adequately covered and the 
prescriptive conclusions follow logical- 
ly from the premises and the facts 
assembled by the investigators. There 
should be one note of caution to the 
reader, however. The book is extremely 
heavy in its style. If technology as- 
sessment work is to be widely read, the 
style will have to be livened up. Maybe 
a poet or a reporter should have been 
added to the interdisciplinary team. 

Despite the stylistic difficulties of the 
book, it is made extremely interesting 
when related to some of our work in 
GAO. Increasingly, we are being re- 
quested to examine problem areas 
which require that we study clusters 
of statutes and regulations often per- 
taining to more than one agency. 
Kash and White offer a provocative 
method by which such a study can be 
framed—the focusing on technological 
impact as the primary point of refer- 
ence. 

Another possible point of interest 
to GAO is the type of researchers used 
by Kash and White. In the main we 
have relied on our auditors to assume 
the viewpoint of the generalist. We 
do, on occasion, call on consultants to 
give us specialized insights into par- 
ticular aspects of some of our audits. 
At some point in time, however, we 
may need to make more frequent use 
of a team of specialists. Kash’s and 
White’s pioneering effort could offer 
us additional insight on how to put 
together and manage such a team. 

Those interested in innovative audit 
techniques, a policy dilemma of our 





times, or both will find Energy Under 
the Oceans worthwhile reading. 


Robert P. Koontz 
Supervisory management auditor 
Cincinnati regional office 


Women in Management 


By Donald C. Basil and Edna Traver; 
New York, Dunellen Publishing Com- 
pany, Inc., 1972. 


Can women and the society that men 
built—and still run—change so that 
both sexes can be total persons with- 
out making either feel they’re losing 
something crucial in the process? 
When both realize the trade-off is 
profitable, we'll be on our way. Men 
must give up some of their self- 
centrism; women must aggressively 
push to take their share of society’s 
“significant” tasks. 

Institutions, both public and _pri- 
vate, have an increasing demand for 
highly qualified managerial personnel 
and a seemingly decreasing supply. 
Management has traditionally been 
men’s bailiwick. As more men enter 
post-graduate professional and techni- 
cal fields the supply decreases. A need 
to utilize women has resulted. The civil 
rights movement has given the push 
to the pull of the economy. It has not 
provided a remedy. 

These are a few of the questions 
raised and the conclusions reached in 
Women In Management, a carefully 
researched book which attempts to in- 
sinuate fact and logic into the uncom- 
promising debate which too frequently 
surrounds the issue from which the 
book gets its title. 
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Overall, women hold only 2% of 
managerial positions. Fewer than one 
out of four institutions have women in 
upper level management; even less have 
women in policymaking positions. 

Both women and men whom the 
authors surveyed agree that biases exist 
against women which prevent full 
utilization of their talents. 

Women cannot relocate as readily 
as men. Women lack the necessary 
motivation to be successful managers 
and cannot tolerate the pressures and 
tensions of managements. Men do not 
like to work for women managers; 
and women managers create insecurity 
problems in both sexes working for 
them. 

Executives of both sexes agree on 
desirable characteristics for top man- 
agement—decisiveness, consistency, 
objectivity, emotional stability, crea- 
tivity, loyalty, and interest in people. 
Women are thought to be less rational 
and objective than men, but they have 
greater ability to understand the needs 
and feelings of others. Women think 
this will make them better managers; 
men disagree. 


Interestingly, the author found that 
executives feel that women are par- 
tially responsible for perpetuating 
these prejudices against their obtain- 
ing management positions. Women 
have not exercised all their new rights 
as social and cultural values change 
slowly. Physiological differences. still 
largely define men’s and women’s roles 
in our society. 

Women’s key bid for the stature 
their potential can get them are moti- 
vation and desire, according to Mr. 
Basil and Ms. Traver. Aggressiveness 
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and decisiveness may lead to alienat- Are we ready for the 51% “minor- 
ing men and other women. A change in ity”? 

women’s psychological makeup is al- 

ready indicated by the fragility of Nick Corbet 

modern marriage. This and the pill Federal Women’s Program 
should decrease employers’ attitude 
that women are primarily a family ap- 
pendage. 


Committee 


Feedback 


Military organizations learned long ago that futility is the lot of 
most orders and organized the feedback to check on the execution of 
the order. They learned long ago that to go to oneself and look is the 
only reliable feedback. 


Peter F. Drucker 
In Management (1973) 





Annual Awards for Articles Published in The GAO Review 


Cash awards are available each year for the best articles written by GAO staff 
members and published originally in The GAO Review. Each award is known as 
the Award for the Best Article Published in The GAO Review and is presented 
during the GAO awards program held annually in June in Washington. 

One award of $250 is available to contributing staff members 35 years of age 
or under at the date of publication. Another award of $250 is available to staff 
members over 35 years of age at that date. For articles written by more than one 
author, the age of the oldest will determine the age category for judging purposes, 

Staff members through grade GS-15 at the time of publication are eligible 
for these awards. 

The awards are based on recommendations of a panel of judges designated 
by the Comptroller General. The judges will evaluate articles from the stand- 
point of the excellence of their overall contribution to the knowledge and pro- 
fessional development of the GAO staff, with particular concern for: 

Originality of concepts. 

Quality and effectiveness of written expression, including use of graphic arts 

where appropriate. 

Evidence of individual research performed. 

Relevancy to GAO operations and performance. 


Statement of Editorial Policies 


. This publication is prepared for use by the professional staff members of the 
General Accounting Office. 

. Except where otherwise indicated, the articles and other submissions gen- 
erally express the views of the authors, and they do not necessarily reflect an 
official position of the General Accounting Office. 

. Articles, technical memorandums, and other information may be submitted 
for publication by any professional staff members. Submissions may be made 
directly to liaison staff members who are responsible for representing their 
offices in obtaining and screening contributions to this publication. 

. Articles submitted for publication should be typed (double-spaced) and 
range in length between 5 and 14 pages. The subject matter of articles 
appropriate for publication is not restricted but should be determined on the 
basis of presumed interest to GAO professional staff members. Articles may 
be submitted on subjects that are highly technical in nature or on subjects of 
a more general nature. 











1973 Index to the GAO Review 


Copies of the index to the 1973 issues of The GAO Review are available 
free of charge to all interested readers. 

GAO staff members may obtain copies through their division or office 
liaison representatives (see inside back cover). 


Readers outside GAO may obtain copies by writing the Distribution 
Section, General Accounting Office, Room 4522, 441 G Street, NW., Wash- 
ington, D.C. 20548. 

Indexes for prior years are not available. 
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